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MISCELLANEOUS TARIFF BILLS, 1983-84

FRIDAY, OCTOBER 21, 1983
SUBCOMMITTEE ON INTERNATIONAL TRADE

OF THE COMMITTEE ON FINANCE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 9:37 a.m., in room 
SD-215, Dirksen Senate Office Building, Hon. John C. Danforth 
(chairman) presiding.

Present: Senators Danforth, Chafee, Bentsen, Matsunaga, and 
Mitchell.

Also present: Senator Wendell H. Ford and Senator Hugh Scott. 
[The press release announcing the hearing and Senator Bentsen's 

prepared statement follow:]
(l)



Press Release No. 83-189

PRESS RELEASE

FOR IMMEDIATE RELEASE ' .UNITED STATES SENATE 
October 7, 1983 COMMITTEE ON FINANCE

Subcommittee on International 
  Trade
SD-219 Dirksen Senate 

Office Building

. SUBCOMMITTEE ON INTERNATIONAL TRADE SETS HEARING ON 
. MISCELLANEOUS TARIFF BILLS

Senator C. John Danforth (R., Mo.), Chairman of the 
Subcommittee on International Trade/ today announced that on 
Friday, October 21, 1983, the Subcommittee will take testimony on 
miscellaneous tariff bills pending before the Committee.

The hearing will commence at 9:30 a.m. in Room SP-215 of the 
Dirksen Senate Office Building.

The bills that may be the subject of either written or oral 
testimony are listed below:

1. H.R. 3398 (Senate bills that are counterparts to sections of 
H.R. 3398 are indicated in parentheses).

a. Section 111 (S. 702) would provide for the
reclassification of certain fabrics, articles,.. and 
materials, coated, filled, or laminated with rubber or. 
plastics, currently being imported under schedule 7
(specified products; miscellaneous end nonenumerated 
products)', under, the appropriate section in schedule 3- .
(Textiles) .

b. Section 112 (S. 756) would extend permanent, dutyrfree
treatment to warp knitting machines entered, or 

 ' > withdrawn, after June 30, 1933. Parts will also be 
;.' extended duty-free treatment. It will also provide that 

when the Column 1 (MFN) rate is reduced to a level at, or 
below, that of the LDDC rate then the LDDC rate will be 
deleted.

c. Section 113 (S. 907) would amend the TSUS to clarify for 
duty purposes the classification of certain imported 
.gloves used primarily as work gloves.

d. Section 114 (S. 1423) would provide for an 8.5 percent .afl 
valorem duty on imported toys made of textile materials 
for pets.

e. Section 121 (S. 847) would extend the existing duty 
suspension on crude feathers and down until June 30, 
1987.

f. Section 122 (S. 1512, S. 1583) would provide for
continuation of the current duty reduction on canned 
'cproed b.e^f. . ....

g'. Section 123 (S. 1364) would extend the current suspension 
of'duty on certain textile fabrics used in the 
manufacture of hovercraft skirts until June 30, 1986.

h. Section 124 (S. 37) would reduce the duty on certain
disposable surgical drapes and sterile gowns made of man- 
made fiber products.



i. Section 125 (S. 1372) would suspend the duty on HXDA and 
(ro-Xylenediamine) and 1,3-BAC (1,3-Bis (aminomethyl)- 
cyclohexane)) for a perdod of 3 years until June 30, 
1986.

j. Section 126 .(S. 1266) would suspend the duty on the
chemical 4,4-Bis (a,a-dimethyl benzyl diphenylamine) for 
a period of 3 years until June 30, 1986.

k. Section 127 (S. 1442) would suspend until June 30, 1986 
the duty on flecainide acetate, a drug used to treat 
heart arrhythmias.

1. Section 128 (S. 1480) would temporarily reduce the duty 
on imports of caffeine for a 2-year period beginning on 
December 31, 1983, and extending to December 31, 1985.

m. Section 129 (S. 1505) would temporarily reduce the duty 
on odd shaped or fancy watch crystals to the duty level 
applicable to round crystals until June 30, 1986.

n. Section 130 (S. 906) would extend until June 30, 1988, 
the current duty reduction on certain unwrought lead.

o. Section 131 (S. 583) would extend until June 30, 1988, 
the existing suspension of duties on power drive flat 
knitting machines over 20 inches in width and parts for 
such machines.

p. Section 201 (S. 1430, S. 1443) would amend section 313(j) 
of the Tariff Act of 1930 to provide certain technical 
changes and to provide specifically that packaging 
materials imported for use in performing incidental 
operations are eligible for same condition drawback.

g. Section 202 (S. 1409) would amend section 431 of the 
Tariff Act of 1930 to provide for public disclosure of 
certain manifest information on imports into the United 
States.

r. Section 203 would amend section 441(3) of the Tariff Act 
of 1930 to exempt certain vessels carrying passengers 
into the United States Virgla Islands from the entry 
requirements of the customs laws.

s. Section 204 (S. 1399) would amend the Tariff Act of 1930 
by adding a new section seeking to prevent the 
exportation of certain stolen vehicles, by establishing 
civil penalties of 510,000 per each violation of imports 
or exports of stolen self-propelled vehicles, vessels, 
 aircraft, and parts thereof. A verification procedure 
with approximate documentation would also be established 
and failure to comply would result in a civil penalty of 
5500.

t. Section 211 (a) (S. 722) would amend section 3 of the 
Foreign Trade Zones Act of 1934 to exempt bicycle 
component'parts, not reexported, from the exemption from 
customs laws otherwise available to merchandise in 
foreign trade zones. The exemption imposed by this 
provision would be in effect until June 30, 1986.

u. Section 211(b) (S. 1411) would amend section 15 of the 
Foreign Trade Zones Act of 1934 to provide that tangible 
personal property imported from outside the United 
States, and held in a foreign trade zone for any of 
several enumerated purposes, and tangible personal 
property if produced in the United States and held in a 
zone of exportation, would be exempt from State and local 
ad valorem taxation.



v. Section 212 (S. 1406) would provide for the duty-free
entry of a pipe organ for the Crystal Cathedral of Garden 
Grove, California.

w. Section 213 (S. .I486) would provide for the duty free
reliquidation of certain entries of scientific equipment 
for the use of the Ellis Fischel State Cancer Hospital of 
Columbia, Missouri.

2. S. 221 would suspend until June 30, 1986 the duty on certain 
menthol feedstocks.

3. S. 230 would reclassify certain cordage products with the 
result that higher rates of duty will be applicable to them.

4. S. 453 would impose a one-tenth of one cent duty on apple and 
pear juice. .

5. S. S26 would increase duties on honey imports.

*  s - 759 would reduce the rate of fluty for certain fish netting 
and fish nets.

7. S. 1123 wouia suspend until September 30, 1986 the duty on 2- 
methyl, 4-chlorophenol.

..8. S. 1141 would reinstate, until June 30, 1986, the suspension 
of duties on certain unwrought alloys of cobalt (TSOS item 
911.90) that was in effect until June 30, 1983.

9. S. 1158 would accord duty-free treatment to imported water 
chestnuts and bamboo shoots.

10. S. 1184 would increase from S250 to $1,000 the amount for 
informal entry of goods.

11. S. 1265 would reduce the rate of duty for gut imported for 
use in the manufacture of surgical sutures. . .

12. S. 1296 would increase the rate of duty on imported roses.

13. S. 1420 would authorize suspension of the rates of duty on 
'  .  semiconductors and computers. »  .

14. S. 1476 would suspend until January 1, 1986 the rate of duty 
on 6-amino-l-naphthol-3-sulfonic acid.

15. S. 1477 would suspend until December 31, 1985 the rate of 
duty on 2- (4-aminophenyl)-6-methylbenzothiazole-7-sulfonic 
acid.

16. S. 1478 would suspend temporarily the rate of duty on B- 
naphthol.

17. 5. 1461 would suspend the rate of duty on sulfanilamide until 
December 31, 1986.

IB. S. 1482 would suspend the rate of duty on sulfaquinoxaline 
until December 31, 1986.

19. S. 1483 would suspend the rate of duty on sul'faquanidine 
until December 31, 1986.

20. S.. 1484 would suspend the rate of duty on sulfamethazine 
unti1December 31, 1986.

21. 'S. 1485 would suspend the duty on sulfathiazole until the 
close of December 31, 1986.

22. s. 1507 would suspend until October 29, 1986 the entire rate 
of duty on canned corned beef. (Compare K.R. 3398, section



23. S. 1518 would impose a duty on tubeless tire valves.

24. S. 1524 would suspend until December 31, 1985 the rete of
outy on parts of spindle motors suitable for computer memory 
disk drives.

25. S. 1542 would increase the rate of duty on melamine.

26. S. 1636 would reclassify and increase the rate of duty 
applicable to certain imported citrus products.

27. S. 1642 relates to the tariff treatment of certain telescopes 
not designed for .use with infrared light.

28. S. 1743 would suspend temporarily the rate of duty on certain 
benzenoid chemicals (NA-125 ' and.NA-125-chloride).

29. S. 1759 would extend until June 30, 1987 the current 
suspension of duties on 4-chloro-3-methylphenol.

30. S. 1771 would extend the current temporary suspension of 
duties on certain clock radios until September 30, 1987.

31. S. 1808 would require imported,pipe, pipe fittings, and 
cylinders to be marked permanently with their country of., 
origin.

32. S. 1845 would amend TSDS item 801.00 to provide that articles 
reimported into the Dnited States, if they previously entered 
duty-free pursuant to provisions of the Caribbean Basin 
Recovery Act or the Generalized System of Preferences, could 
again enter duty-free.

33. S. 1686   would suspend for a three-year period the-duty on a 
certain chemical intermediate.

34. H.J. Res. 290 would permit duty-free entry of the personal 
effects, equipment, end related articles of foreign 
participants, officials, and other accredited members of 
delegations to the Los Angeles Olympic Games.

Requests to testify witnesses who wish to testify at the 
'hearing must submit a written request to Roderick A. DeArment, 
Chief Counsel, Committee on Finance, Room SD-219, Dirksen Senate 
Office Building, Washington, D.C. 20510, to be received no later 
than noon on Monday, October 17, 1983. Witnesses will be 
notified as soon as practicable thereafter whether, it has been 
possible to' schedule them to present oral testimony. If for some 
reason a witness is unable to appear at the time scheduled, he 
may.file a written statement for the record in lieu of'the 
personal appearance. In such a case, a witness should notify the 
Committee, of his/her i.nability to appear as soon as possible.

Consolidated testimony. Senator Danforth urges all witnesses 
who have a common position or who have the same general interest 
to consolidate their testimony and designate a single spokesman 
to present their common viewpoint orally to the subcommittee. 
This procedure will enable the subcommittee to receive a wider 
expression of views than it might otherwise obtain. Senator 
Danforth urges that all witnesses exert a maximum effort to 
consolidate and coordinate their statements.

Legislative Reorganization Act. Senator Danforth stated that 
the Legislative Reorganization Act of 1946, as amended, requires 
all witnesses appearing before the Committees of Congress "to 
file in advance written statements of their proposed testimony, 
and to limit their oral presentations to brief summaries of their 

argument."

Witnesses scheduled to testify should comply with the 
following rules:



(1) All witnesses must submit written statements of theil 
testimony.

(2) Written statements must be typed on letter-size paper
(not legal size)an<3 at'least 100 copies must be delivered
not later than noon on Thursday, October 20, 1983.

(3) All witnesses must include with their written statements 
a summary of the principal points included in the 
statement.

(4) Oral presentations should be limited to a short
discussion of principal points included in the one-page 
summary. Witnesses must not read their written 
statements. The entire prepared statement will be 
includedin the record of the hearing.

(5) No more than 5 minutes will'be allowed for the oral 
summary.

Written statements. Witnesses who are not scheduled to make 
an oral presentation,.and others who desire to present their 
.views to the subcommittee, are urged to prepare a written 
statement for submission and inclusion in the printed record of 
the hearing. These written statements should be typewritten, not 
more than 25 double-spaced pages in length, and mailed with five 
(5) copies to Roderick A. DeArment, Chief Counsel, Committee on 
Finance, Room SD-219, Dirksen Senate Office Building, Washington, 
D.C. 20510, not later than October 31, 1983. On the first page 
of your written statement,- please indicate the date and subject 
of the hearing.   - .

Witnesses should not submit written 'statements if they 
already have responded to previous Committee requests for 
comments on these bills.~

P.R. 83-189.



Senator DAKFOETH. We have some 15 bills that we are going to have 
hearings on this morning, and there are some three and a half pages 
of witnesses. You have all been asked to observe time limits. Your 
statements will be incorporated in the record in full, so you don't 
even have to take the time to ask that your statements be incorporated 
in the record. They will be. I would ask all of the witnesses to please 
adhere very strictly to the time limits.

I am going to try to refrain from asking questions, if I can, but we 
may be submitting questions to you in the next few days to answer 
in writing.

The first bill is S. 722, and Senator Ford is with us today.

STATEMENT OF HON. WENDE1L H. FORD, U.S. SENATOR FROM 
THE STATE OF KENTUCKY

Senator FORD. Thank you, Mr. Chairman.
Mr. Chairman, I appreciate the opportunity to appear before your 

subcommittee today in support of S. 722, legislation which Senator 
Huddleston and I have introduced to exempt bicycle component parts 
which are not reexported from the customs law exemption available to 
merchandise in foreign trade zones.

This legislation has been introduced in response to an application by 
Huffy Corp. for a foreign trade subzone at its manufacturing facility 
in Celina, Ohio. The application if granted will seriously threaten the 
bicycle parts industry in the United States and result in the export of 
many jobs to other countries.

As this subcommittee well knows, over the last 13 years Congress 
has expressed a clear intent with regard to tariff rates on bicycles and 
bicycle component parts. Tariff schedules have been written and re 
vised so that the duty on component, parts and manufactured bicycles 
are roughly in balance.

The average duty rate on bicycles is 5.5 percent for lightweight 
bicycles and 11 percent for all other bicycles, while the tariff on most 
bicycle component parts is 13.3. These rates are balanced through a 
series of duty suspensions which allow virtually every bicycle part not 
manufactured in this country to be imported duty free.

Today, 42 percent by value of the parts which go into a bicycle 
are imported duty free. If the application for a subzone is granted, 
Huffy will be able to make an end run around our tariff laws and 
will import 100 percent of its parts into the zone, assemble those parts 
into a bicycle, and then bring that bicycle out of the zone at the lower 
tariff rate established for finished bicycles. This will reduce the effec 
tive tariff rate on bicycle parts from 13.3 percent to 5.5. It will avoid 
the tariff protection which Congress has established for those few 
bicycle component parts which are still manufactured in this country.

Huffy now controls 40 percent of the domestic bicycle production 
market. The second largest bicycle manufacturer, Murray Corp., has 
approximately 30 percent of the domestic market.

If Huffy sets up a trade zone, Murray, in order to remain competi 
tive, would also have to seek and obtain foreign trade zone status. 
The impact this would have on the domestic bicycle component manu 
facturing industry I think is clear: The industry would be devastated, 
and thousands of jobs would be exported from the United States to 
Taiwan, Korea, and Japan.
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This situation has been brought to my attention by Wald Manu 
facturing Co., a maker of bicycle component parts in Maysville, Ky. 
Maysville is a small but deligntiul town, and Wald has been a major 
employer there, with a work lorce of as many as 400 workers in peak 
production years. Today, average employment is down to 225. It the 
Huffy subzone is granted, many of these jobs if not all will be lost to 
foreign manufacturers.

Because Maysville is a small town, there are few alternative em 
ployment opportunities. These people will be sent to the unemploy 
ment lines where they will likely remain for a long time.

Mr. Chairman, I support the use of foreign trade zones, and I be 
lieve they have generally been beneficial to the U.S. economy. In 
recent years, however, as more and more manufacturing facilities 
have switched to trade zone status, questions have been raised about 
the exact impact they have on net domestic employment.

The House Ways and Means Committee shares this concern and 
has requested the International Trade Commission and the Govern 
ment Accounting Office to investigate the net impact foreign trade 
zones have on the U.S. economy. Depending on the outcome of this 
investigation, legislation may be developed to provide more compre 
hensive standards for granting foreign trade zone status.

The bicycle component parts industry cannot wait for that study 
to be completed and legislation enacted. If the Huffy application is 
granted, it will be too late. The industry will be devastated, and thou 
sands of jobs will be lost.

It is the responsibility of the Congress to step in and prevent that 
unemployment by enacting S. 722. The House has already done this 
in section 211 (a) of H.R. 3398, a miscellaneous trade bill. That section, 
however, exempts bicycle component parts from the trade zone laws 
for only a 3-year jperipd. Of course, that won't be the answer if in 3 
years the Huffy application is granted and unemployment is only 
delayed.

Mr. Chairman, it would be unconscionable if Congress were to stand 
by and abdicate its responsibility by allowing an office in the Com 
merce Department to make a decision that could devastate a domestic 
industry: I urge your subcommittee to approve S. 722.

Mr. Chairman, I have included with my written remarks an attach 
ment that lists those parties who have filed comments on the Huffy 
application with the Foreign Trade Zone Board. I have also included 
a summary of their comments, and I request that they may be made 
a part of the record.

Senator DANFORTH. They will be, Senator Ford. Thank you very 
much. As always, you were succinct.

Senator FORD. Say something nice, will you, please ?
[Laughter.]
Senator FORD. And, Mr. Chairman, I would like to file for the record 

a statement by our distinguished colleague from Illinois, Senator 
Dixon.

Senator DANFORTH. Thank you very much.
Senator FORD. I thank the chairman for allowing me to appear be 

fore the subcommittee.
Senator DANFORTH. Thank you, Wendell.
[The prepared statement of Senator Wendell H. Ford and attach 

ment, and Senator Dixon's statement follow:]



STATEMENT OF SENATOR WENDELL H. FORD 
IN SUPPORT OF S. 722

. BEFORE THE SENATE FINANCE COMMITTEE 
SUBCOMMITTEE ON INTERNATIONAL TRADE 

OCTOBER 21, 1983

MR. CHAIRMAN/ I APPRECIATE THE OPPORTUNITY TO 
APPEAR BEFORE THIS SUBCOMMITTEE TODAY IN SUPPORT OF 
S. 722, LEGISLATION WHICH SENATOR HUDDLESTON AND I 
HAVE INTRODUCED TO EXEMPT BICYCLE COMPONENT PARTS WHICH 
ARE NOT REEXPORTED, FROM THE CUSTOMS LAW EXEMPTION 
AVAILABLE TO MERCHANDISE IN FOREIGN TRADE ZONES.

THIS LEGISLATION HAS BEEN INTRODUCED IN RESPONSE 
TO AN APPLICATION BY HUFFY CORPORATION FOR A FOREIGN 
TRADE SUBZONE AT ITS MANUFACTURING FACILITY IN 
CELINA, OHIO. THE APPLICATION, IF GRANTED, WILL 
SERIOUSLY THREATEN THE BICYCLE PARTS INDUSTRY IN THE 
UNITED STATES AND RESULT IN THE EXPORT OF MANY JOBS 
TO OTHER COUNTRIES.

As THIS SUBCOMMITTEE KNOWS, OVER THE LAST 13 YEARS 
CONGRESS HAS EXPRESSED A CLEAR INTENT WITH REGARD TO THE 
TARIFF RATES ON BICYCLES AND BICYCLE COMPONENT PARTS. 
TARIFF SCHEDULES HAVE BEEN WRITTEN AND REVISED so THAT
THE DUTY ON COMPONENT PARTS AND MANUFACTURED BICYCLES

ARE ROUGHLY IN BALANCE. THE AVERAGE DUTY RATE ON BICYCLES
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IS 5^% FOR LIGHTWEIGHT BICYCLES ANh 11% FOR ALL OTHER 

BICYCLES WHILE THE TARIFF ON MOST BICYCLE COMPONENT

PARTS is 13.3%. THESE RATES ARE BALANCED THROUGH A

SERIES OF DUTY SUSPENSIONS WHICH ALLOWS VIRTUALLY V&ft¥ 

BICYCLE PART NOT MANUFACTURED IN THIS COUNTRY TO BE 

IMPORTED DUTY FREE. TODAY 42%, BY VALUE, OF THE PARTS 

WHICH GO INTO A BICYCLE, ARE IMPORTED DUTY FREE.

IF THE APPLICATION FOR A SUBZONE IS GRANTED, HUFFY 

WILL BE ABLE TO MAKE AN END RUN AROUND OUR TARIFF LAWS 

AND WILL IMPORT 100% OF ITS PARTS INTO THE ZONE, ASSEMBLE 

THOSE PARTS INTO A BICYCLE, AND THEN BRING THAT BICYCLE 

OUT OF THE ZONE AT THE LOWER TARIFF RATE ESTABLISHED 

FOR FINISHED BICYCLES. THIS WILL REDUCE THE EFFECTIVE 

TARIFF RATE ON BICYCLE PARTS FROM 13.32 TO 5.5%, IT

WILL AVOID THE TARIFF PROTECTION WHICH CONGRESS HAS 

ESTABLISHED FOR THOSE FEW BICYCLE COMPONENT PARTS WHICH 

ARE STILL MANUFACTURED IN THIS COUNTRY.

HUFFY NOW CONTROLS 40% OF THE DOMESTIC BICYCLE 

PRODUCTION MARKET, THE SECOND LARGEST DOMESTIC BICYCLE 

MANUFACTURER -- MURRAY CORPORATION -- HAS APPROXIMATELY

30% OF THE DOMESTIC MARKET. IF HlJFFY SETS UP A TRADE-

SUBZONE, IN ORDER TO REMAIN COMPETITIVE, MURRAY WOULD 

ALSO HAVE TO SEEK AND OBTAIN FOREIGN TRADE SUBZONE STATUS. 

THE IMPACT THIS WOULD HAVE ON THE DOMESTIC BICYCLE 

COMPONENT MANUFACTURING INDUSTRY IS CLEAR. THE INDUSTRY 

WOULD BE DEVASTATED AND THOUSANDS OF JOBS WOULD BE EXPORTED 

FROM THE UNITED STATES TO TAIWAN, KOREA AND JAPAN.
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SITUATION HAS BEEN BROUGHT TO MY ATTENTION 
BY WALD MANUFACTURING COMPANY, A MAKER OF BICYCLE 
COMPONENT PARTS IN MAYSVILLE, KENTUCKY. MAYSVILLE IS 
A SMALL TOWN AND WALD HAS BEEN A MAJOR EMPLOYER THERE 
WITH A WORK FORCE OF AS MANY AS 400 WORKERS IN PEAK 
PRODUCTION YEARS. TODAY, AVERAGE EMPLOYMENT IS DOWN TO 
225. IF THE HUFFY SUBZONE is GRANTED, MANY OF THESE
JOBS, IF NOT ALL, WILL BE LOST TO FOREIGN MANUFACTURERS. 

x
BECAUSE MAYSVILLE is A SMALL TOWN, THERE ARE FEW
ALTERNATIVE EMPLOYMENT OPPORTUNITIES. THESE PEOPLE WILL 

BE SENT-TO THE UNEMPLOYMENT LINES WHERE THEY WILL LIKELY 

REMAIN FOR A LONG TIME.

MR. CHAIRMAN, I SUPPORT THE USE OF FOREIGN TRADE 
ZONES AND I BELIEVE THEY HAVE GENERALLY BEEN BENEFICIAL 
TO THE UNITED STATES ECONOMY. IN RECENT YEARS, HOWEVER, 
AS MORE AND MORE MANUFACTURING FACILITIES HAVE SWITCHED 
TO TRADE ZONE STATUS, QUESTIONS HAVE BEEN RAISED ABOUT 
THE EXACT IMPACT THEY HAVE ON NET DOMESTIC EMPLOYMENT. 
THE HOUSE WAYS AND MEANS COMMITTEE SHARES THIS CONCERN 
AND HAS REQUESTED THE INTERNATIONAL TRADE COMMISSION 
AND THE GOVERNMENT ACCOUNTING OFFICE TO INVESTIGATE THE 
NET IMPACT FOREIGN TRADE ZONES HAVE ON THE U. S. ECONOMY. 
DEPENDING ON THE OUTCOME OF THIS INVESTIGATION, LEGISLATION 
MAY BE DEVELOPED TO PROVIDE MORE COMPREHENSIVE STANDARDS 
FOR GRANTING FOREIGN TRADE ZONE STATUS.

28-805 O - 84 - 2
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THE BICYCLE COMPONENT'PARTS INDUSTRY CANNOT WAIT
FOR THAT STUDY TO BE COMPLETED AND LEGISLATION ENACTED.

IF THE HUFFY APPLICATION is GRANTED, IT WILL BE TOO LATEJ
THE INDUSTRY WILL BE DEVASTATED AND THOUSANDS OF JOBS 

LOST.

IT IS THE RESPONSIBILITY OF CONGRESS TO STEP IN 
AND PREVENT THAT UNEMPLOYMENT BY ENACTING S. 722. THE 
HOUSE HAS ALREADY DONE THIS IN SECTION 211(A) OF H. R. 3398, 
A MISCELLANEOUS TRADE BILL. THAT SECTION, HOWEVER, 
EXEMPTS BICYCLE COMPONENT PARTS FROM THE FOREIGN TRADE 
ZONE LAWS FOR ONLY A THREE-YEAR PERIOD. OF COURSE, 
THAT WON'T BE AN ANSWER IF, IN THREE YEARS, THE HUFFY 
APPLICATION IS GRANTED AND UNEMPLOYMENT IS ONLY DELAYED.

MR. CHAIRMAN, IT WOULD BE UNCONSCIONABLE IF CONGRESS 
WERE TO STAND BY AND ABDICATE ITS RESPONSIBILITIES BY 
ALLOWING AN OFFICE IN THE COMMERCE DEPARTMENT TO MAKE A 
DECISION THAT COULD DEVASTATE A DOMESTIC INDUSTRY. I 
URGE YOUR SUBCOMMITTEE TO APPROVE S. 722.

I HAVE INCLUDED WITH MY WRITTEN REMARKS AN ATTACHMENT 

THAT LISTS THOSE PARTIES WHO HAVE FILED COMMENTS ON THE

HUFFY APPLICATION WITH THE FOREIGN TRADE ZONE BOARD. 
I HAVE ALSO INCLUDED A SUMMARY OF THEIR COMMENTS AND I 
REQUEST THAT THIS BE MADE A PART OF THE HEARINGS RECORD.
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ALAN J. DIXON

-Senate
SMALL BUSINESS

WASHINGTON, D.C. 20510

Statement of Senator Alan J. Dixon 
Friday, October 21, 1983

/^

BICYCLE MANUFACTURING 

A DOMESTIC INDUSTRY WORTH SAVING

Mr. Chairman, as a cosponsor of S. 722, I am grateful to 

the Committee for conducting hearings on H.R. 3398 and the 

companion Senate bills.

Of particular interest to my state is the exemption of 

bicycle component parts, which are not reexported, from the 

exemption which is otherwise available to merchandise in foreign 

trade zones.

The Huffy Corporation applied to the Foreign Trade Zone 

Board for foreign trade subzone status. Huffy is the largest 

bicycle manufacturer in this country. That company has a 42% 

share of the domestic market. It has increased its market share 

in recent years, and, in my opinion, has little need for a 

government-granted advantage over its competitors.

The domestic bicycle parts industry has already suffered 

from foreign competition. Currently 67% of these parts are 

imported. There are only 26 domestic parts companies left in 

the United States. For the record, I would like to submit a 

list which was provided by the Cycle Parts and Accessories 

Association, listing the parts manufacturers which are remaining,

BELLEVILLE OFFICEI CMCAQO OFFICEI SF*INOFIELO OFFICEI Mouwr VEMNON OFFICE! 
618-233-0998 312-333-3420 217-492-4126 618-244-6703
10 EAET WASHINOTCN ISO S. DEARBOKN SJRiAl POTT OFFICE AMD CMMT HOME FEDERAL BUILDINO

CIS 62220 ROOM 3996 ROOM 108 ROOM 227
I, ILUNOM 60604 6m AKO MoMtoE 103 Sotml 6TH STREET

HOI* 62701 MOUNT VERMOM, ILUNC4E <
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and the states in which they are located. My state of Illinois 

has four companies still operating.

Of particular concern to me is the Roadmaster Corporation 

in Olney, Illinois. The company currently employs 800 persons. 

It is a small manufacturer of bicycles, but it is the major 

employer in Richland County, Illinois, whose unemployment rate in 

August was 16.7%. According to company officials, if the Huffy 

application is accepted, and this legislation is not enacted, 

Roadmaster Corporation would be severely impacted and would be 

forced to close its doors. It would also mean the total demise 

of the few remaining bicycle parts manufacturers in this country.

I am pleased that Robert Zinnen from Roadmaster Corporation 

is here today. I know that his testimony will be helpful to 

the committee in its consideration of this bill.

Last August, I wrote to Senator Moynihan and Senator Heinz, 

encouraging support for this legislation. I believe it is of 

particular interest since New York and Pennsylvania both have 

bicycle parts manufacturers.

I visited the Roadmaster Corporation in Olney, Illinois 

during the August recess. It is a thriving business, but cannot 

remain so unless we enact this bill.

The Foreign Trade Zone program was intended to provide an 

incentive to create jobs in this country. Yet, I believe if 

the Huffy application is approved, and this exemption is not 

enacted, the opposite will result.

I join Senators Ford and Huddleston in requesting your 

favorable consideration of S. 722.
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DOMESTIC BICYCLE PARTS MANUFACTURERS 

PENNSYLVANIA - 2

Carlisle Tire and Rubber Co.
P.O. Box 99
Carlisle, Pennsylvania 17013

National Bearings Company 
Manheim, Pike and Flory Mill Road 
P.O. Box 4726 
Lancaster, Pennsylvania 17604

NEW YORK - 1

Elrae Industries, Inc. 
11035 Walden Avenue 
Alden, New York 14004

ILLINOIS - 4

Amerace-Emconite Division 
3445 North Kimball Avenue 
Chicago, Illinois 60618

Excel, Inc.
9362 West Grand Avenue
Franklin Park, Illinois 60131

Stewart-Warner Corporation 
1826 Diversey Parkway 
Chicago, Illinois 60614

Ti Sturmey-Archer of America, Inc.
1014 Carolina Drive
West Chicago, Illinois 60185

INDIANA - 5

ABS Industries, Inc.
2100 Goshen Road, Suite 237
Fort Wayne, Indiana 46808

The Bendix Corporation
Bicycle & Ignition Components Division
401 Bendix Drive
P.O. Box 4001
South Bend, Indiana

Ohio Rod Products
P.O. Box 416
Versailles, Indiana 47042

South Bend Forge
P.O. Box 4220
South Bend, Indiana 46634
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Sun Metal Products, Inc. 
P.O. Box 1508 
Warsaw, Indiana 46580

OHIO - 4

Ashtabula Forge 
4212 Ann Avenue 
Ashtabula, Ohio

Coifor, Inc. 
P.O. Box 485 
Malvern, Ohio 44644

Persons-Majectic Mfg. Co. 
Faulhaber Division 
21 Hamilton Street 
Monroeville, Ohio 44847

ABS Industries, Inc. 
P.O. Box 630 
Willoughby, Ohio 44094

WISCONSIN - 1

Graber Products, Inc. 
5253 Verona Road 
Madison, Wisconsin 53711

CALIFORNIA - 2

American Cycle Systems, Inc. 
1449 Industrial Park Street 
Covina, California 91722

The J.C.I. Agency
904 South Nogales Street
City of Industry, California 91744

CONNECTICUT - 2

Hartford Bearing Co.
951 West Street
Rocky Hill, Connecticut 06067

Mesinger Manufacturing Co.
Durant Avenue
Bethel, Connecticut 06801

KENTUCKY - 1

Wald Manufacturing Co., Inc.
P.O. Box 10
Maysville, Kentucky 41056
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FLORIDA - 1

Hunt-Wilde Corporation
Pan American Plastics Division
2835 Overpass Road
Tampa, Florida 33615

OREGON - 1

Kool-Stop Safety Brake
P.O. Box 1304
Lake Grove, Oregon 97034

TENNESSEE - 2

Thun, Inc. 
Clarksville, Tennessee

Troxel Manufacturing Co., Inc. 
Moscow, Tennessee 38057 -
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Senator DANFORTH. On 722, we have five witnesses who will appear 
as a panel: Mr. Pawsat, Mr. Zinnen, Mr. O'Keilly, Mr. Lane, and Mr. 
O'Connor.

Mr. Pawsat.

STATEMENT OF CARLTON P. PAWSAT, PRESIDENT, 
WALD MANUFACTURING, MAYSVILLE, KY.

Mr. PAWSAT. Mr. Chairman, we have been allowed, as I understand 
it, 2,1/2 minutes for two witnesses. If we may, we will have two wit 
nesses, 2 minutes for each, and then we would like to hold a minute for 
rebuttal.

Senator DANFORTH. Well, I would appreciate it if the for-side would 
take 5 minutes and if the against-side would take 5 minutes.

Mr. PAWSAT. OK. Our witnesses, then, will be Tim O'Reilly for the 
bicycle parts industry, and Bob Zinnen for the bicycle manufacturers 
who are opposing the Huffy trade zone application. The first witness 
will be Mr. Zinnen, vice president of Roadmaster.

'Senator DANFORTH. All right.
[The prepared testimony of Carlton P. Pawsat follows:]
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I. INTRODUCTION

My name is Carlton Pawsat, President of Wald 

Manufacturing Company, Inc. I appreciate the opportunity to 

testify in support of section 211(a) of H.R. 3398 and of 

S. 722. These bills are of vital concern to our company, 

our employees, and our industry.

Wald manufactures bicycle parts in Maysville,

Kentucky. We have been in business since 1905 and in Maysville 

since 1924. We are a small business in a rural community. 

Our Operations, equipment, and plant facilities are modern. 

Because our only business is bicycle parts, our company's 

survival and our employees' jobs are solely dependent on the 

survival of the domestic bicycle parts industry. Our industry 

is threatened by an application to the Foreign-Trade Zones 

Board for a manufacturing subzone at Huffy Corporation's 

Celina, Ohio plant, FTZ Docket No. 17-82.

In the past decade, the bicycle parts industry has 

been seriously eroded. A combination of increased importation 

of bicycle parts, the recessionary economy, and the strong 

dollar overseas have depressed our industry and our company. 

Wald's employment has, as a result, dropped from over 400 

employees working overtime in 1973-74 to approximately 225 

today, working a 4-day week for the most part of 1980, 1981, 

and 1982. Our industry has always had its ups and downs; 

however, we feel we can again survive until better times, 

unless the Huffy Corporation is granted this subzone.
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II. TARIFFS ON IMPORTED BICYCLES AND PARTS ARE BALANCED.

Huffy does not seek to increase exports through 

its subzone. Instead, it seeks to avoid tariffs on those 

parts which are subject to duty if imported. Presently, 42% 

of the dollar volume of imported parts come into this country 

duty free through the duty suspension bill. The remaining 

imported parts are subject to tariffs, most of which are 

13.3% declining to 10% by 1987. In comparison, the tariffs 

on imported bicycles are 5 1/2% for lightweight bicycles and 

11% on most other imported bicycles. Because of the tariff- 

free status of 42% of imported parts (by dollar volume), a 

fair balance exists between the average tariffs on imported 

bicycles and the average tariffs on imported parts. That 

is, the tariff on imported bicycles is virtually the same, 

on average, as that on bicycle parts imported for assembly 

in the U.S. into a bicycle.

III. THE HUFFY SUBZONE WILL DESTROY THIS BALANCE.

Because only those parts which are available from 

a domestic manufacturer are presently subject to tariffs. 

Huffy's prime incentive in seeking a subzone is to gain a 

cost advantage over its competitors by increasing importation 

of parts which are available domestically without paying the 

tariffs established by this Subcommittee.

IV. HUFFY'S SUBZONE WILL DESTROY THE DOMESTIC BICYCLE 
PARTS INDUSTRY.

Huffy cannot deny that the primary purpose of the 

subzone application by Huffy is to avoid tariffs on imported 

parts which go into bicycles Huffy produces for domestic

- 2 -
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consumption. This avoidance will occur as a result of 

assembly in the subzone of imported parts into finished 

bicycles. When those bicycles leave the subzone into our 

economy, Huffy will pay the duty rate for bicycles, which, 

for the most part, carry a much lower duty rate than the 

established rate for imported parts. The subzone will allow 

Huffy to pay the bicycle rate (5 1/2% or 11%, depending on 

bicycle type) rather than the imported parts rate (most in 

the range of 13%) on all of its imported parts, resulting in 

a unilateral reduction of over 50% in the amount of tariff 

duty Huffy pays. Huffy's application states that this 

reduction in duty "could range as high as $2,400,000 per 

year" (and we believe this estimate to be low). This duty 

reduction is a direct loss to U.S. revenues. Moreover, 

every penny Huffy saves in tariffs will come out of the 

hides of domestic bicycle parts manufacturers.

Huffy will have no incentive to make or buy domestically 

manufactured bicycle parts. Huffy is this country's largest 

manufacturer of bicycles, with a domestic production share 

of 40%. The second largest bicycle manufacturing company, 

which enjoys over 30% of the domestic bicycle production 

market, will be forced to make the same move for a subzone 

in order to stay competitive. As a result, the U.S. bicycle 

parts market will shrink to nil. Smaller U.S. bicycle 

manufacturers who cannot qualify for or support the cost of 

a subzone will not be able to remain competitive and will be 

forced out of business.

- 3 -
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V. THE HUFFY SUBZONK WILL DESTROY BETWEEN 2,000 AND 
10,000 U.S. JOBS. 

The domestic bicycle parts industry employs over 

2,000 U.S. workers. Additionally, our industry sources its 

materials domestically. The domestic bicycle industry 

employs approximately 8,000 U.S. workers. Companies from 

both industries oppose the Huffy subzone and support these 

bills because they realize that the two industries' destinies 

are mutually dependent.

Both industries are very competitive/ depressed, 

and import sensitive. Bicycle manufacturers have lost 25% 

of their market to imports. Bicycle parts manufacturers

have lost 67% of their market to imports. Loss of any
/

additional market share threatens our industry's survival. 

In recognition of these facts, 12 U.S. parts manufacturers 

and 8 U.S. bicycle manufacturers, as well as two foreign 

trade zone operators have filed in opposition to Huffy's 

application. Only one parts manufacturer and no bicycle 

manufacturer or foreign trade zone operator has filed with 

the Board in support of the Huffy application.

VI. CONGRESSIONAL ACTION IS NEEDED TO PREVENT THIS 
MISUSE OF THE FOREIGN-TRADE ZONES ACT.

Subzones have never been authorized by Congress. 

Instead they have come about by regulations. Those regulations 

do not establish any criteria for establishment of a subzone 

other than that a subzone "may be authorized if the Board 

finds that existing...zones will not serve adequately the 

convenience of commerce...." Regulations establishing

- 4 -
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criteria have been proposed for comment but have not been 

finalized. The legislative intent behind the Foreign-Trade 

Zones Act was to expedite and encourage foreign trade, 

thereby stimulating the U.S. economy and domestic employment. 

However, as applied to the bicycle parts industry, the Huffy 

subzone would be counterproductive. According to the Foreign- 

Trade Zones Board itself, only 33% of the goods currently 

entering zones and subzones is of domestic origin; and only 

30% of the goods shipped out of the zones are exported. 

Thus, 70% of these goods are foreign imports into the United 

States.

Through its subzone application, Huffy is attempting 

to subvert the intent of Congress with regard to the purpose 

of the Foreign-Trade Zones Act and to upset the delicate 

balance which this Committee has enforced regarding tariffs 

on bicycle parts. The proceeding before the Foreign-Trade 

Zones Board is an openly calculated attempt to avoid the 

tariffs on bicycle parts and is an abuse of that process.

VII. THIS LEGISLATION WOULD NOT PREVENT HUFFY'S USE
OF A SUBZONE FOR VALID ENDS; INCREASE OF EXPORTS.

The bills pending before this Subcommittee would 

allow Huffy to use a subzone for re-export purposes. Thus, 

if Huffy truly wishes to increase exports, it can do so with 

this legislation in force.

However, despite statements in their application 

about plans to increase exports, Huffy does not truly intend 

to do so. They have admitted as much before the House

- 5 -
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Committee on Ways and Means, and their presence here today 

in opposition to these bills is further proof of their true 

intent: tariff avoidance.

The devastating impact which a Huffy subzone would 

have on domestic bicycle parts manufacturers, without legis 

lative relief, is all the more ironic in light of Huffy's 

own statements that subzone approval "is really not something 

that will make or break us..." (statement by Huffy General 

Counsel Bob Wieland as reported in The Daily Standard on 

May 16, 1983, per copy attached as Exhibit I). Approval 

will "break" many domestic bicycle parts manufacturers and 

may force smaller domestic bicycle manufacturers out of 

business. Destruction of these typically small businesses 

to provide an incremental advantage to the dominant firm in 

the industry simply makes no sense.

Moreover, Huffy Corporation doesn't need to back 

the domestic parts manufacturers in a corner for corporate 

gain, as they are already in a sound business position. In 

fact, Huffy's fourth quarter ending June 24, 1983, was 

reported in Barron's as "the mbst profitable quarter in the 

Company's history." (See Exhibit II attached.) For this 

period, earnings before nonrecurring charges were $3,046,000. 

These earnings "do not reflect any of the benefits that will 

be realized from the bicycle plant consolidation that occurred 

in fiscal 1983." According to Huffy's news release of 

April 14, 1983, (.See Exhibit III}, the closing of their 

Ponca City, Oklahoma, plant and consolidation of activities

- 6 -
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at their Celina, Ohio plant will bring about an estimated 

annual fixed cost savings of $4 million.

VIII. S. 722 AND SECTION 211(a) OF H.R. 3398 WOULD PREVENT 
MISUSE OF SUBZONE STATUS BY HUFFY.

S. 722 and Section 211(a) of H.R. 3398 differ only 

in that Section 211(a) "sunsets" on June 30, 1986. While we 

prefer S. 722 as a final solution to this problem for our 

industry, we believe that, if Congress feels a sunset date 

should be enacted, the June 30, 1986, date is an appropriate 

one. The House Ways and Means Committee chose June 30, 

1986, so that a permanent exemption can be studied at the 

same time that the bicycle and bicycle parts tariff schedules 

are due to be reviewed by Congress. Therefore, full hearings 

on the impact of imports on the bicycle and bicycle parts 

industries will be held prior to that date. Also, both the 

International Trade Commission and the General Accounting 

Office are investigating foreign trade zones and will report 

to the House Ways and Means Committee next year prior to 

oversight hearings which that Committee intends to conduct 

in order to review possible abuses of the zones privilege. 

The House Trade Subcommittee has stated that it intends to 

hold oversight hearings once those investigations have been 

completed.

IX. SUMMARY.

In summary, we urge your support of S. 722 and 

Section 211(a) of H.R. 3398 to give our Company, our employees, 

and our industry a fighting chance for survival.

- 7 -
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WALD Exhibit I

THE DAILY STANDARD, Celina, Ohio
Monday Enntag, M», 1 », 1 Mi

Huffy Subzone Bid UplnAir
By SHANNON McFARLIN
Long-pending approval of ft 

foreign trade Subzone for the 
Huffy Corp.'s bicycle 
manufacturing plant in Celina 
is being held up in Washington 
by a bill introduced by U.S. Rep. 
Carl Perkins, D-Ky., which 
would block bicycle 
manufacturers from taking 
advantage of lower import duty 
rates on component parts.

Huffy General Counsel Bob 
Wieland said today from his 
Dayton'otfice that approval of 
the Subzone would allow the 
firm to be more competitive on 
the foreign market "and really 
would just even things up for us 
in the battle against foreign 
imports."

Approval of the subzone very 
probably would have a positive 
effect on employment at the 
Celina plant. Wieland said. "It's 
hard to predict this type of 
thing, of course," he said, "but 
it's obvious that the more 
successful we are, the more 
people can be employed in 
Celina, Ohio.

"There's an opportunity here 
for us to be more competitive. 
And if we can sett more 
bicycles, the people win benefit 
the most"

Huffy applied for the subzone 
designation to the U.S. 
Department of Commerce's 
foreign trade zones board dose 
to a year ago, Wieland said, and 
its application quickly drew 
opposition from domestic parts 
manufacturers.

Introduced the first of the 
year by Perkins, House 
Resolution 697 "would preclude

Wieland said, noting that one of 
Perkins' "major constituents" 
is a bicycle parts plant

Wieland said Huffy has 
received strong support from 
the Ohio congressional 
delegation — especially Rep. 
Tom Kindness, R-Hamilton, 
who testified along with 
Wieland last week before a 
House Ways and Means sub 
committee on trade. "Rep. 
Kindness was extremely ef 
fective," he said.

In his testimony, Kindness 
labelled Perkins' bill "blatantly 
discriminatory and unfair 
legislation" that would "short- 
circuit the administrative 
process and deny Huffy benefits 
for which it would otherwise

qualify."
H.R. 657 is "unwise," Kind 

ness told the subcommittee. 
"Its purported purpose is to 
help domestic' bicycle parts 
producers; unfortunately, it will 
do more harm than good to 
those parts producers. . .

"Unless leading companies 
such as Huffy can stay com 
petitive, fewer domestic 
bicycles, and fewer domestic 
parts, will be sold. . ."

Congressional approval of the 
Perkins bill would circumvent 
the subzone designation by the 
foreign trade zones board, 
Wieland said, and if the bill is 
rejected "we'll still have to go 
through the whole application 
process" again.

What win happen if the 
subzone is not approved? 
"Well," Wieland said, "we'll 
continue operations as they are 
today. This is really not 
something that will make or 
break us, but it is one area of 
potential savings that would be 
denied to us and work against 
our needs to be competitive. . . 
It's one more partial solution to 
the problem" of foreign com 
petition.

Kindness' aide, William 
McKenney, said from 
Washington this morning that 
the Perkins bill has not been 
"marked up" for a floor vote 
"and we won't know for a 
month" whether or not House 
action is forthcoming.
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WALD Exhibit II

BARRON'S

Butty Corporation N
DAYTON, OH., Aug. a-HuH. Corporation, the lead- 

Ing bicycle supplier In the United Stelei tnd major sup- 
plfer of Juvenile products, sportlnl goods and physical 
fitness equipment, announced today wit sales and earn 
ings from operations rebounded strongly In the fourth 
quarter ended June 24, isffl. Earnings from operations 
(before consideration of a net charge resulting from (fee 
previously announced closing of an Oklahoma bicycle 
plant and the gain on the sale of property In Azusa. Cali 
fornia, were 13,040,000 on sales of 173,221,000. The earn 
ings from operations represent the most profitable quar 
ter 111 the company's history. Net earnings for the fourth 
quarter were 11,132,000, or f-23 per' common share. In 
clude a 11.9H.OOO, or S.M per common share, net charge 
resulting from the Oklahoma plant closing and sale of 
California property. A net loss of 11.598.000. or HO per 
common share, on sales of W,980.«0 was repotted (or 
the fourth quarter a year ago.

•Net sales for the year ended June M, 19D wen 
t222.420.ooo. compared to t2SJ49.no reported a year 

; ago. The net loss tor the year waa 12,021,000, or 1-37 per 
. common share, compared to net earnings of 13.035,000, or 

Ml per common share, achieved In fiscal 1382. The oper 
ating loss for fiscal 1981, exclusive of non-recurring 
Items, was W07.000.

Hairy A. Shaw. President and Chief Executive Offi 
cer, staled. "We are very pleased with the strong fount 
quarter operating performance. The results reflect In 
creased sales and production volume over the previous 
three quarters and some of the benefits.realized from 
manufacturing cost reduction programs and other cost 
cutting actions taken during the past year. However, the 
fourth quarter operating results do not reflect any of the

• benefits that will be realised from the bicycle plant con 
solidation that occurred In fiscal 1883."

Mr. Shaw added. "Sales and earnings for the fiscal 
year were depressed due to a lack of consumer demand 
during (he first half of fiscal 1983 and severe competitive 
pricing pressun (primarily from Taiwanese am) South 
Korean manufacturers). The reduced demand for bicy 
cles, combined with higher than desired Inventory levels 

i at toe beginning of the year, forced us to operate our 
i bicycle production facilities at less than SO percent of 
i capacity during the first six months of the fiscal year 
! and had an adverse effect on Ihe overall profit marglna 

o/ the company."'
Mr. Shaw addressed the current status of the bicycle 

Industry by stating, "The Bicycle Manufacturers Associa 
tion of America (§MA) estimates that calendar 19S3 bicy 
cle shipments will be 8.1 million units compared to a 
seventeen year low of 8.7 million units In calendar 1982, 
an Increase of 21 percent. This Increase has and will 
continue to have a favorable Impact on our business. 
Despite a low level of demand for bicycles experienced 
by the entire U.S. bicycle Industry In calendar 1982, we 
were successful In gaining market share by continuing to 
offer innovative quality producta that represent an excel 
lent value for our customers. Our current market share 
of the total United Stales bicycle market, which Includes 
imports. Is well In excess of 30 percent"

Mr. Shaw concluded by saying "Fiscal 1981 waa a 
challenging period for Huffy Corporation and a year of 
healthy changes for the company. We took a ma/or step 
In fiscal 1983 toward meeting our strategic goal of broad 
ening our earnings base through the acquisition of Gerico, 
Inc., a Juvenile products company. We anticipate that the 
Juvenile products business will eventually account for 
15S-20& of our total sales. Toe Raleigh* bicycle program 
Initiated a year ago Is progressing well and we are 
pleased with Ihe Initial penetration Raleigh has made In 

! the specialty bicycle shop market segment Our sporting 
1 goods business Is also experiencing strong demand for Its 

products. During the year, Ihe sporting goods product line 
was expanded to Include weight benches, rowing ma 
chines and other physical fitness related equipment

Demand for these fitness products by consumers has 
Increased significantly over the past few years. Also dur 
ing the year, we reduced the overall fixed expense level 
of the company, and strengthened our financial position 
despite the adverse financial results. Our balance sheet Is 
strong and we have the financial capacity and flexibility 
to meet our future financing needs as the company ex 
pands and grows."
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WALD Exhibit III

HUFFY

News 
Release

Pl«ai» Reply to:
HUFFY CORPORATION

P.O. Box 1204
Dayton, Ohio 49401

Ptnn«:(913)M6-62»1

HUFFY ANNOUNCES 
BICYCLE PLANT CONSOLIDATION 

AND GAIN ON SALE OF WEST COAST PROPERTY

Dayton, Ohio, April 14, 1983 - Huffy Corporation announced today the sale 

of Its Azusa, California property for approximately $5.1 million, resulting 

1n an after-tax gain on the sale of approximately $2.8 million. Huffy also 

announced that It plans to close Its Ponca City, Oklahoma bicycle plant and 

move the majority of the machinery and equipment to the Company's Cellna, 

Ohio bicycle production facility. The estimated cost of closing the plant 

and moving the machinery and equipment 1s $4.4 million on an after-tax 

basis. The sale of the California property, as well as the closing of the 

Oklahoma plant and the related movement of equipment, will be reflected 1n 

the Company's fourth quarter results.

With respect to the bicycle plant consolidation, Harry A. Shaw III, President 

and Chief Executive Officer, stated, "It was a most difficult decision to 

close our Oklahoma plant 1n light of the effects 1t has on our dedicated 

employees and the Ponca City community which has been very supportive. 

However, this action Is necessary to enable the Company to operate more 

efficiently 1n the future. We estimate that approximately $4 million of 

annual fixed costs will be eliminated because of the plant consolidation. 

A major factor In reaching the decision to close the Oklahoma p>ant was the 

significant Increase In the production capability which has occurred at our
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Celliu, Ohio facility over the past three to four years. Increased 

productivity through robotics and other manufacturing efficiencies 

Implemented since 1979 combined with the transfer of equipment from our 

Oklahoma plant will enable us to close the Oklahoma operation with only 

minimal effect on our total 'overall bicycle producing capabilities."

Mr. Shaw continued by saying. "We believe that we have dealt with the 

problems that contributed to our operating losses over the past year In 

a manner that will benefit the Company and our shareholders over the long 

term. We have restructured our bicycle business so that we can reduce 

  overall operating costs and at the same time meet the growing demands of 

the U.S. bicycle market. He are well positioned to serve the mass 

merchants with our Huffy'"'brand and private label bicycles. Huffy'"' 1s 

the leading brand name In the U.S. by a better than 2 to 1 margin. We are 

also well positioned to serve the requirements of the specialty bicycle 

shops with our well known Rale1gh'"'brand bicycles."

Mr. Shaw added, "Our other businesses, Juvenile products and physical 

fitness/sporting goods, are also well positioned to meet the expected 

high growth In their respective markets. Gerlco, Inc., our newest addition, 

1s a leading manufacturer In the juvenile products market under the popular 

Gerry'"' brand name. Our physical fitness/sporting goods business 1s 

continuing to grow as a result of the Introduction of new products. Includ 

ing weight benches, rowing machines and a new line of exercise bicycles."

In conclusion, Mr. Shaw stated, "Although the current economy has* had a 

significant Impact on Huffy Corporation, we remain financially strong and 

well positioned 1n businesses which we believe will have good future growth.
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In planning for this growth, we recently restructured our sources for 

short term borrowings by consummating a seven year $40 million credit 

agreement wltti our major lenders: Security Pacific National Bank, 

Citibank, N.A., Union Bank (Los Angeles, California), and Winters National 

Bank and Trust Company (Dayton, Ohio). This agreement replaces the majority 

of our short tern open lines of credit. At the present time we are not 

borrowing under this new credit agreement, but 1t provides a vehicle to 

finance our future working capital needs and any acquisition opportunities 

which may occur as the Company expands and grows."

Barry J. Ryan 
Treasurer

/hm
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STATEMENT OF EGBERT 0. ZINNEN, VICE PRESIDENT, 
ROADMASTER CORP., OLNEY, ILL.

Mr. ZINNEN. Good morning, Mr. Chairman.
I am the executive vice president and an owner of Roadmaster Corp. 

Headmaster's president is the chairman of the Bicycle Manufacturers 
Association. Our company is located in Olney, 111., where we are 
engaged in the manufacture of a full line of quality American bicycles.

We employ approximately 1,300 people in a county where the cur 
rent unemployment rate is approximately 20 percent.

I am here to testify in support of S. 722. And I might mention that 
Senator Percy—probably well-known to you—has introduced S. 1977, 
which is a companion bill to the bill that passed the House.

My comments have already been very ably made by Senator Ford of 
Kentucky. I don't wish to accumulate the record, because I know that 
succinctness is something that you seek in your day-long hearings here.

I will only say that we have opposed Huffy's application for a sub- 
zone, and vigorously, and we intend to continue our pursuit and our 
resistance of their attempt.

We are a distant third largest manufacturer in this industry. It's a 
unique industry, and we take a long-term view of our industry, and we 
wish to see the continuance of a viable domestic parts industry, as well 
as a bicycle industry. They are both linked together. They either go 
together, or they fall together.

We don't want bicycles to go the way of many other American 
industries; destroyed by foreign imports.

With that, I conclude my remarks and pass the microphone over to 
Mr. O'Keilly.

[The prepared statement of Robert O. Zinnen follows:]
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SUMMARY OF TESTIMONY

OF

ROBERT 0. ZINNEN, EXECUTIVE VICE-PRESIDENT 

ROADMASTER CORPORATION

Roadmaster Corporation favors passage of S. 722 

because without it. Huffy would have unfair competitive 

advantage over smaller U.S. bicycle manufacturers.

The real advantage to Huffy is 6-8%, not only 

2% posited by Huffy.

Granting the subzone would subvert the purpose of 

the foreign trade zones intended by Congress to benefit 

exports.

The loss of U.S. jobs would be significant.

Passage of S. 722 will still give Huffy entitle 

ment if and when it exports.

Free trade should be a two way street.
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Mr. Chairman and Members of the Committee, I am 

Robert 0. Zinnen, and I am Executive Vice-President and 

owner of Roadmaster Corporation. Roadmaster's President is 

Chairman of the Bicycle Manufacturers Association. Our 

company is located in Olney, Illinois where we are engaged 

in the manufacture of a full line of quality, American 

bicycles. We employ 1300 employees in a county where the 

current unemployment rate approximates 20%. I am here to 

testify in support of S. 722, a bill which would amend the 

Foreign-Trade Zones Act to exempt bicycle component parts, 

not exported, from the exemption from the customs laws 

otherwise available to merchandise in foreign trade zones.

We have gone on record with the Department of 

Commerce in opposition to the application by Huffy Corporation 

for foreign subzone status for its Celina, Ohio bicycle and 

bicycle parts manufacturing and assembly facility, as have 

several other smaller bicycle manufacturers such as Spiral, 

Scorpion, Columbia, Ross, and Schwinn. We have also supported 

H.R. 657, the companion bill of S. 722, which has already 

passed the House of Representatives in the form of section 

211(a) of H.R. 3398. Passage of S. 722 would nullify the 

disastrous effects a free trade subzone at the Huffy Celina, 

Ohio plant would have on remaining U.S. bicycle and bicycle 

parts industries.

The United States bicycle industry is already 

polarized, being dominated by two giants, Huffy Corporation 

with 42% of the market, and Murray, Ohio with 35%. A number
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of smaller manufacturers share the remainder of the U.S. 

market, and Headmaster is one of these.

Huffy and Murray enjoy economies of scale and, 

therefore, lower costs than any of the remaining manufacturers. 

This is not to say that smaller manufacturers are inefficient. 

Our facility is a 720,000 square foot single level, modern 

plant with state of the art technology. Our quality and 

consistency of manufacture are the best in the world. I 

only refer to Huffy and Murray having lower costs because of 

the economies associated with their size, not because of 

technology or efficiency. In this most recent recession, 

the U.S. bicycle market has dropped from 9 million units in 

1979 to 5.2 million units in 1982, a reduction of 43%. Both 

of these giants because of their lower cost structures, have 

maintained their share of market by dropping prices below 

our cost levels and a question remains as to whether in some 

cases below their-own costs. In fact. Huffy, the largest 

bicycle manufacturer.in the world, has actually increased 

market share during this recession by their questionable 

pricing measures.

These practices have brought several of the smaller 

manufacturers with higher cost structures to a battle for 

survival. Any further advantage given either of these 

giants in our industry would destroy the smaller manufacturers. 

We would not be able to survive a Huffy foreign trade subzone. 

In its application for the foreign trade subzone. Huffy 

states that the granting of the subzone status would enable

- 2 -
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them to drop their prices by 2%. We maintain the advantage 

is a multiple of that, at least 6%, and it could be as high 

as 8%.

Unless S. 722 is passed, the inevitable result of 

a Huffy subzone would be the closing down of the small 

bicycle manufacturers and of the entire bicycle parts industry. 

Closing our doors with the resulting unemployment of 1300 

employees would be devastating to the economy of Richland 

County in southern Illinois. The current high unemployment 

rate would sharply rise at terrible social costs to our 

community. Closing our doors would have a similar effect on 

our suppliers, the bicycle parts manufacturers, who would 

not only lose Headmaster as a customer, but would lose Huffy 

which can use the subzone to avoid the current tariffs on 

imported bicycle component parts. If Huffy succeeds in its 

subzone application, we expect that Murray will follow 

thereafter. Thus, the domestic bicycle parts manufacturers 

will lose both Huffy and Murray to offshore manufacturers, 

in effect exporting 7,500 additional United States jobs.

There is no question that Huffy's intention is to 

use the foreign trade subzone to avoid paying the current 

duty on imported bicycle components which will be assembled 

into bicycles to be sold in the domestic market. The 

legislative intent behind the creation of foreign trade 

subzones was to stimulate exports. In this instance, the 

foreign trade subzone will be used not to stimulate exports 

but to avoid paying the tariff which,/has been set as a 

result of the multilateral trade negotiations. Congress has

- 3 -
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already suspended the duty on components that are not manu 

factured in the United states. The subzone will allow Huffy 

to go beyond the intent of Congress regarding the purpose of 

foreign trade zones and to upset the delicate balance which 

Congress has established regarding imported bicycles and 

imported components. It is incumbent upon Congress to 

prevent this abuse of an administrative process to circumvent 

our tariff laws.

S. 722 simply requires Huffy to continue to pay 

the existing duty on components they import. If Huffy has 

any intention of using this subzone for export, this bill 

would not require Huffy to pay duty on components that are 

actually re-exported. In this manner, Congress can maintain 

the current tariff balance and yet encourage the use of a 

subzone for exports in accordance with its legislative 

intent.

While s. 722 is not as satisfactory as not granting 

the subzone at all, you would at least maintain the current 

precarious state of the domestic industry including both 

bicycle manufacturers and component manufacturers. It would 

not give additional advantage to the giants, Huffy and 

Murray, and would give the smaller manufacturers in our 

industry a chance to survive. '

We at Roadmaster Corporation strongly believe that 

the burden of proof should be on the Huffy Corporation to 

establish that granting of the application will not result 

in a net loss of domestic employment. Similarly, the 

application for the subzone should not be granted unless

- 4 -
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Huffy can also show that new jobs created by the grant are 

not simply being transferred to Celina from areas such as 

Olney. Finally, Huffy should be required to show the net 

benefits to them from granting the application will exceed 

the net detriment to other bicycle manufacturers and parts 

manufacturers. This would include providing the mathematics 

of the alleged 2% price drop.

We at Headmaster are confident in the future of 

the domestic bicycle industry in the United States. Under 

certain conditions we see a place for ourselves and other 

smaller manufacturers. Under the current tariff arrangement, 

we feel that we can continue to grow and become a vital part 

of that industry. But if the largest bicycle manufacturer 

gains an advantage through avoidance of tariffs, we have no 

future. The current tariffs on bicycle parts are already 

being reduced over a period of time through 1987. Huffy 

does not need the additional advantage it would get by 

avoiding even that tariff through the subzone status.

For these reasons, we strongly urge your passage 

of S. 722 which is vital to the preservation of a domestic 

bicycle and bicycle parts industries and the many jobs they 

provide.

  In conclusion, I would like to state that free 

trade should not be a one way street. Duty rates for bicycles 

and components should not be lower coming into this country 

than they are going into Japan-, Taiwan, or any other foreign 

country. If they are, you are putting U.S. manufacturers at 

a disadvantage in the world market.

- 5 -
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STATEMENT OF TIMOTHY O'REILLY, GENERAL COUNSEL, 
CAELISLE TIKE & RUBBER CO., CARLISLE, PA.

Mr. O'REILLY. Good morning, Mr. Chairman.
I appreciate the opportunity to address this esteemed group. We, on 

behalf of Carlisle Tire & Kubber, have filed written testimony. We 
request that that be incorporated into the record.

Senator DANFORTH. You don't even have to ask.
Mr. O'REILLT. OK.
My name is Timothy P. O'Reilly. I am general counsel to Carlisle 

Tire & Rubber Co., the sole remaining American manufacturer of 
bicycle tires and tubes.

The position that we find ourselves in, being the sole remaining 
manufacturer, is one not unlike our brothers in the bicycle compo 
nent parts industry, in that in the domestic production there are ap 
proximately one or two—I don't mean to be approximate, but it de 
pends on what part you are talking about—one or two companies re 
maining who produce bicycle component parts.

We have in place an inverted tariff scheme. That is not an accident; 
it is something that Congress has intended. It has been in place for 
approximately 13 years. The effect of a grant of a subzone to Huffy 
would be to emasculate that inverted tariff scheme.

On a composite, bicycle component parts that are manufactured in 
this country come in with a tariff rate of approximately 13 percent. 
With the use of a subzone, as you know, a producer can elect to have 
duty rates assessed on component parts at the imported duty rate or 
the produced product rate. With bicycles, a 13-percent rate on com 
ponent parts is as opposed to the completed-product rate of 5.5 per 
cent on lightweight models, which is the bulk of the industry, or 11 
percent on some of what we call heavier BMX products. The choice 
is obvious—they will use the completed-product rate.

The effect on an original equipment supplier such as ourselves, and 
we are about 70 percent an original equipment buyer with over 200 em 
ployees in Cumberland County, Pa., and over 2,000 direct employees 
in the industry, we would be affected because the original equipment 
manufacturers will necessarily source their goods abroad.

I thank you very much.
Senator DANFORTH. Thank you, sir.
[Mr. Timothy O'Reilly's prepared statement follows:]
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STATEMENT OF TIMOTHY P. O'REILLY
GENERAL COUNSEL - CARLISLE TIRE & RUBBER COMPANY
IN SUPPORT OF H.R. 3398, Sec. 211 (a) (S.722)

Introduction

Mr. Chairman and other distinguished members of the Senate Finance 

Committee, and it's Subcommittee on International Trade, I submit these 

comments on behalf of the hundreds of employees of Carlisle Tire 8 Rubber 

Company who will be affected by the action taken on H.R. 3398, Sec. 211 

(a) (S.722).

Background - Carlisle Tire & Rubber Company

Carlisle Tire 8 Rubber Company (Carlisle) is an operating division 

of the Carlisle Corporation with its manufacturing facilities located in 

Carlisle, Cumberland County, Pennsylvania. Presently Carlisle produces 

a wide variety of rubber based products such as tires for use on golf carts, 

lawn mowers, three-wheeled vehicles, motorcycle tires and tubes, industrial 

hose and bicycle tires and tubes. Presently we employ approximately 800 

people in all phases of our operations. However, the number of employees 

which participate in bicycle tire and tube operations exceeds 200. This 

includes over one hundred and seventy five hourly employees who work on 

the bicycle tire and tube production line itself with the remainder of our 

bicycle operations employees performing support functions such as supervisors, 

warehouse personnel, sales, accounting and general administration.

Carlisle Is the sole remaining American producer of bicycle tires and 

tubes.

-1-
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STATEMENT OF TIMOTHY P. O'REILLY
GENERAL COUNSEL - CARLISLE TIRE & RUBBER COMPANY

IN SUPPORT OF H.R. 3398, Sec. 211 (a) (S.722)

H.R. 3398 (S.722) - Amendment to the Foreign Trade Zones Act

There is little question that H.R. 3398 (S.722) was introduced as a 

response to the application of the Hjffy Corporation, through the Greater 

Cincinnati Foreign Trade Zone, Inc., to the Foreign Trade Zones Board for 

a special-purpose subzone for its Celina, Ohio manufacturing operations. 

This amendment if adopted would remove bicycle tires, tubes and rimstrips 

as produced by Carlisle, from the exemption allowed in foreign trade zones 

from the customs laws of the United States unless re-exported.

The net effect of the passage of this bill would be to foster the 

development of an export business which we understand to be the original 

intent of allowing foreign trade zones to be established.

Carlisle fully supports the efforts of any American bicycle manufacturer 

to increase their export business. However, the establishment of a foreign 

trade zone for the manufacturing of bicycles for domestic sales would negate 

the long established policy of reasonable import duties on bicycle component 

parts which are manufactured in America.

Simply put, a foreign trade zone provides a twofold competitive edge: 

Firstly, payment of the import duty on the component parts is delayed until 

the completed bicycle unit is shipped out of the zone; secondly, the average 

duty rate on the completed bike units produced and shipped out of the zone 

is generally lower than that which is paid on the component parts 

individually, including tires and tubes. This type of advantage in a highly 

price sensitive industry is one which cannot be enjoyed by only one company. 

Thus if one bicycle manufacturer obtains foreign trade zone privileges all

-2-
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STATEMENT OF TIMOTHY P. O'REILLY
GENERAL COUNSEL - CARLISLE TIRE & RUBBER COMPANY

IN SUPPORT OF H.R. 3398, Sec. 211 (a) (S.722)

companies who want to remain competitive must have similar protection. If, 

for example, Huffy were to obtain such a status it is fair to assume that 

the next largest domestic producer, Murray Ohio, would likewise apply for 

such relief. If this were to be granted, then fully 80% of all domestic 

consumption of bicycles would be sold in this country without the parts 

thereof being subject to the full treatment of the duties as specified in 

customs laws of the United States. The 80% figure is based on the statement 

of Robert R. Wieland, Vice President and General Counsel to Huffy Corporation 

before the U.S. Foreign-Trade Zones Board. The figure is arrived at by 

allowing Huffy a 30% share of domestic consumption, Murray Ohio a 25% share, 

and all imports a 25% share. If we were to consider only domestically 

produced bicycles, again assuming Huffy and Murray Ohio had trade zone 

privileges, then 80% American produced bikes would be made with foreign 

parts not subjected to full duty treatment. This figure allowing Huffy 

and Murray Ohio a 40% market share each for domestically produced units.

Other domestic original equipment manufacturers would, in Carlisle's 

opinion, simply have to enjoy the same status or they could not compete 

in the domestic market and would eventually not survive.

The almost immediate result to Carlisle would be to lose most if not 

100% of our original equipment business, which accounts for approximately 

70% of our bicycle tire and tube sales. This reasoning is based on the 

well established fact that on an overall basis a bike company's gross sales 

price is lower if a completed bike duty rate is used on all sales as opposed

-3-
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STATEMENT OF TIMOTHY P. O'REILLY
GENERAL COUNSEL - CARLISLE TIRE & RUBBER COMPANY

IN SUPPORT OF H.R. 3398, Sec. 211 (a) (S.722)

to paying duty on the individual components. If Carlisle was to lose only 

50% of its present original equipment sales, the bicycle tire and tube 

facility would be forced to close. This would displace approximately 250 

employees.

Presently tube and rimstr.ips are assessed a 15 percent ad valorem duty 

and tires a 5 percent ad valorem duty. The duty rates for completed 

lightweight bicycles is 5.5 percent ad valorem and 11 percent ad valorem 

on most other popular models. There is thus an obvious advantage on the 

lightweight models to use imported tires and tubes in a foreign trade zone. 

On the larger models the apparent evenness of the duty is more than offset 

by the variance in the duty rates for other component parts and the delay 

in payment of the duty. Thus there would be no advantage to purchase original 

equipment tires, tubes and rimstrips from Carlisle by a domestic manufacturer 

in a foreign trade zone unless Carlisle's price was significantly lower 

than the foreign producers.

Carlisle has consistently remained as competitive as possible. In 

fact in May of 1983 Carlisle reduced its prices to Huffy on an average of 

18%, based on August 1981 prices, in order to meet competition mainly from 

Taiwan. Similar reductions have also been made on products sold other 

original equipment manufacturers.

In our opinion Carlisle has the most modern and efficient bike tire 

and tube facilities in the world. Between 1979 and 1982 we have invested 

over 1.2 million dollars directly into the bicycle tire and tube production 

facilities. Our non-union hourly employees are paid fair but not excessive 

wages.

-4-
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STATEMENT OF TIMOTHY P. O'REILLY
GENERAL COUNSEL - CARLISLE TIRE & RUBBER COMPANY

IN SUPPORT OF H.R. 3398, Sec. 211 (a) (S.722)

Carlisle has vigorously sought to protect itself from unfair foreign 

competition by filing antidumping petitions against Taiwan and Korea in 

January of 1978, countervailing duty petitions against Taiwan and Korea 

in December of 1977, and an antidumping petition against Taiwan in April 

of 1982. All of these actions have resulted in little significant import 

relief despite some affirmative injury determinations. As the result of 

a 201 Escape Clause Petition filed by Carlisle the International Trade 

Commission in 1978 recommended to President Carter a program that would 

have increased the duties on imported bicycle tires and tubes by 10%. 

President Carter denied Carlisle this relief. Anyone connected with such 

actions knows that a tremendous amount of company effort, time and capital, 

goes into such import relief actions which tend to produce too little, too 

late.

The passage of H.R. 3398, Sec. 211 (a) (S.722) would allow time for 

an orderly consideration and adoption of regulations to govern foreign trade 

subzones while leaving in place duties on bicycle component parts which 

have long been considered to be reasonable. Without the passage of this 

bill the domestic bicycle industry could easily avoid the higher duties 

on imported parts by sourcing such goods overseas, all of which could very 

well be the end of the bicycle parts industry in America including the 

production of bicycle tires and tubes.

-5-
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STATEMENT OF TIMOTHY P. O'REILLY
GENERAL COUNSEL - CARLISLE TIRE & RUBBER COMPANY

IN SUPPORT OF H.R. 3398, Sec. 211 (a) (S.722)

Sumnary

Our product is a quality product. We are an American company that 

has made every effort to remain competitive, aggressive and in business. 

If H.R. 3398, Sec. 211 (a) (S.722) is not adopted, the end result could 

well mean the end of the production of bicycle tires and tubes in America. 

To allow imported bicycle component parts to come into a foreign trade zone 

for use on a bicycle to be sold in America would circumvent the long 

established and recognized balance of trade in the industry. This could 

only have a severely detrimental effect on the domestic bicycle component 

parts industry. I urge you to vote in favor of H.R. 3398, Sec. 211 (a), 

(S.722).

/ \ IJ l/\/lM/\ II' ~ • -^v,—- •,

Timothy P. O'Reilly '
General Counsel
Carlisle Tire & Rubber Company
P. 0. Box 99
Carlisle, Pennsylvania 17013
Phone: 717/249-1000

-6-
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Senator DANFORTH. Mr. Lane, and Mr. O'Connor.

STATEMENT OF JAMES K. LANE, VICE PRESIDENT, 
HUFFY CORP., DAYTON, OHIO

Mr. LANE. Mr. Chairman and members of the subcommittee, my 
name is James K. Lane. I am vice president of quality engineering 
and purchashing for Huffy Corp. Huffy is America's largest producer 
of bicycles. Although Huffy is a modern and efficient company, the 
recession and rising import competition have caused it serious harm.

Business conditions have forced us to close bicycle production facili 
ties in Oklahoma and California within the last 2 years. Our remain 
ing bicycle production has been consolidated at Celina, Ohio.

Huffy has applied for a foreign trade subzone at its Celina, Ohio, 
facility to reduce the costs associated with importing bicycle parts. 
Section 211 (a) of H.R. 3398 and its Senate counterpart, S. 722, are 
directed at Huffy's subzone application and effectively would deny 
Huffy the benefit of a subzone.

Huffy opposes this legislation because it is blatantly discriminatory 
and unwise.

Mr. Chairman, Huffy did not apply for a subzone in order to in 
crease its bicycle parts imports. Huffy does not in any way want to 
harm its domestic parts suppliers. Huffy depends on a healthy domes 
tic parts industry.

By the same token, without a strong domestic bicycle industry there 
can be no healthy domestic parts industry.

Huffy recognizes the concerns of domestic parts producers and has 
attempted to meet their concerns. Huffy has indicated to the Foreign 
Trade Zone Board's staff and to representatives of parts producers 
that it would accept a limitation on the use of the subzone to eliminate 
any incentive for Huffy to increase its bicycle parts imports.

Specifically, Huffy would be willing to limit its subzone benefits 
using a formula based on the average value of the bicycle parts it has 
imported annually over the past 5 years with adjustments made for 
inflation and the size of the U.S. bicycle market. For any import of 
parts that exceed this figure, Huffy would pay the normal duty rates.

Although some parts producers support this compromise proposal, 
several others do not. As Huffy has indicated on a number of occa 
sions, we are not wedded to this particular compromise. Huffy is 
willing to explore other proposals that would allow it to obtain mean 
ingful benefits from the use of the subzone while at the same tune 
protecting the domestic parts industry.

Mr. Chairman, Huffy acted in good faith and in accordance with 
law when it applied for the subzone. Section 211 (a) of H.R. 3398 and 
its Senate counterpart S. 722, however, unwisely and unjustly intrude 
into the application process at the Foreign Trade Zone Board. It im 
properly and unfairly singles out the bicycle industry, and Huffy's 
application in particualr, for unfavorable treatment.

We urge the subcommittee not to act favorably on this legislation, 
and we thank you for the opportunity to present our views.

[The prepared statement of James K. Lane follows:]
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MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:
MY NAME is JAMES K. LANE. I AM VICE PRESIDENT OF QUALITY, 

ENGINEERING AND PURCHASING FOR HUFFY CORPORATION, HEADQUARTERED IN 
DAYTON, OHIO. HUFFY is AMERICA'S LARGEST PRODUCER OF BICYCLES. 
ALTHOUGH HUFFY is A MODERN AND EFFICIENT COMPANY, THE RECESSION AND 
RISING IMPORT COMPETITION HAVE CAUSED IT SERIOUS HARM. BUSINESS 
CONDITIONS HAVE FORCED US TO CLOSE TWO BICYCLE PRODUCTION FACILITIES 
IN OKLAHOMA AND CALIFORNIA WITHIN THE LAST TWO YEARS. OUR REMAINING 
BICYCLE PRODUCTION CAPABILITY HAS BEEN CONSOLIDATED AT CELINA, OHIO.

HISTORICALLY, HUFFY HAS PRODUCED ITS BICYCLES IN AMERICAN 
FACTORIES, USING AMERICAN LABOR AND, PREDOMINANTLY, AMERICAN PARTS. 
UNFORTUNATELY, HUFFY MUST IMPORT A SUBSTANTIAL AMOUNT OF BICYCLE 
PARTS. SOME BICYCLE PARTS SIMPLY ARE NOT MADE IN THIS COUNTRY AND 
OTHERS ARE NOT MADE IN SUFFICIENT QUANTITY OR LACK THE SPECIFICATIONS 
REQUIRED TO SATISFY HUFFY'S AND ITS CUSTOMERS' DEMANDS. NEVER 
THELESS, HUFFY MUST COMPETE AGAINST FOREIGN BICYCLES THAT CONTAIN 
SOLELY FOREIGN PARTS.

HUFFY HAS APPLIED FOR A FOREIGN TRADE SUBZONE AT ITS CELINA, 
OHIO FACILITY SIMPLY TO REDUCE THE COSTS ASSOCIATED WITH IMPORTING 
BICYCLE PARTS. THE SUBZONE APPLICATION IS PENDING BEFORE THE 
FOREIGN-TRADE ZONES BOARD. A SUBZONE WOULD ALLOW HUFFY TO PAY
BICYCLE DUTY RATES ON IMPORTED PARTS RATHER THAN THE HIGHER BICYCLE 

PARTS RATE. THIS DUTY SAVINGS SHOULD ENABLE HUFFY TO PRODUCE MORE 

COMPETITIVELY-PRICED BICYCLES. SECTION 211(A) OF H.R. 3398 AND ITS

SENATE COUNTERPART, s.722, ARE DIRECTED AT HUFFY'S FOREIGN TRADE
SUBZONE APPLICATION AND EFFECTIVELY WOULD DENY HUFFY THE BENEFIT OF

A SUBZONE. HUFFY OPPOSES THIS LEGISLATION BECAUSE IT is BLATANTLY
DISCRIMINATORY AND UNWISE.
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MR. CHAIRMAN, HUFFY DID NOT APPLY FOR A SUBZONE IN ORDER TO 
INCREASE ITS BICYCLE PARTS IMPORTS. HUFFY DOES NOT IN ANY WAY WANT 
TO HARM ITS DOMESTIC PARTS SUPPLIERS UPON WHOM WE SO'HEAVILY RELY, 
HUFFY DEPENDS UPON A HEALTHY DOMESTIC BICYCLE PARTS INDUSTRY FOR ITS 
OWN SURVIVAL. BY THE SAME TOKEN, WITHOUT A STRONG DOMESTIC BICYCLE 
INDUSTRY, THERE CAN BE NO HEALTHY DOMESTIC BICYCLE PARTS INDUSTRY.

HUFFY SUBMITTED LENGTHY WRITTEN COMMENTS TO THE COMMITTEE ON 
SEPTEMBER 9, 1983 WHICH EXPLAIN WHY A HUFFY SUBZONE SHOULD RESULT IN 
MORE JOBS FOR BOTH THE DOMESTIC BICYCLE PARTS AND THE DOMESTIC 
BICYCLE MANUFACTURING INDUSTRIES. AS INDICATED IN THOSE COMMENTS, 
HUFFY BELIEVES THAT ITS APPLICATION is SOUND AND, IF APPROVED, WOULD 
RESULT IN BENEFITS FOR THE ENTIRE ECONOMY.

HUFFY RECOGNIZES THE CONCERNS OF DOMESTIC BICYCLE PARTS PRO 

DUCERS AND HAS ATTEMPTED TO MEET THEIR CONCERNS. FOR EXAMPLE, HUFFY

HAS INDICATED TO THE FOREIGN-TRADE ZONES BOARD STAFF AND TO REPRE 
SENTATIVES OF PARTS PRODUCERS THAT IT WOULD ACCEPT A LIMITATION ON 
THE USE OF THE SUBZONE TO ELIMINATE ANY INCENTIVE FOR HUFFY TO 
INCREASE ITS BICYCLE PARTS IMPORTS. SPECIFICALLY, HUFFY WOULD BE 
WILLING TO LIMIT ITS SUBZONE BENEFITS USING A FORMULA BASED ON THE 
AVERAGE VALUE OF THE BICYCLE PARTS IT HAS IMPORTED ANNUALLY OVER THE 
PAST FIVE YEARS, WITH CERTAIN ADJUSTMENTS MADE FOR INFLATION AND THE 
SIZE OF THE U.S. BICYCLE MARKET. FOR ANY IMPORTS OF BICYCLE PARTS 
THAT EXCEED THIS FIGURE, HUFFY WOULD PAY THE NORMAL DUTY RATES.

ALTHOUGH SOME BICYCLE PARTS PRODUCERS SUPPORT THIS COMPROMISE 
PROPOSAL, SEVERAL OTHERS DO NOT. As HUFFY HAS INDICATED ON A NUMBER 
OF OCCASIONS, WE ARE NOT WEDDED TO THIS PARTICULAR COMPROMISE 
FORMULA. HUFFY is MORE THAN WILLING TO EXPLORE OTHER PROPOSALS THAT
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WOULD ALLOW IT TO OBTAIN MEANINGFUL BENEFITS FROM THE USE OF THE 
FOREIGN TRADE SUBZONE WHILE AT THE SAME TIME PROTECTING THE DOMESTIC 
BICYCLE PARTS INDUSTRY. HUFFY RESTATES AGAIN ITS WILLINGNESS TO WORK 
WITH PARTS INDUSTRY REPRESENTATIVES TO REACH A FAIR RESOLUTION OF 
THIS PROBLEM.

MR. CHAIRMAN, HUFFY ACTED IN GOOD FAITH AND IN ACCORDANCE WITH 
LAW WHEN IT APPLIED FOR THE FOREIGN TRADE SUBZONE. HUFFY HAS ALSO 
ACTED TO MEET THE CONCERNS OF THE DOMESTIC PARTS INDUSTRY AND 
CONTINUES TO BE WILLING TO ACCEPT REASONABLE LIMITATIONS ON USE OF 
THE SUBZONE.

SECTION 211U) OF H.R. 3398 AND ITS SENATE COUNTERPART, S. 722, 
HOWEVER, UNWISELY AND UNJUSTLY INTRUDE INTO THE APPLICATION PROCESS 
AT THE FOREIGN-TRADE ZONES BOARD. IT IMPROPERLY AND UNFAIRLY SINGLES 
OUT THE BICYCLE INDUSTRY, AND HUFFY'S APPLICATION IN PARTICULAR, FOR 
UNFAVORABLE TREATMENT UNDER THE FOREIGN TRADE ZONES ACT. THIS 
ATTEMPT TO DENY THROUGH LEGISLATION A FOREIGN TRADE SUBZONE APPLI 
CATION IS UNPRECEDENTED. I URGE THE SUBCOMMITTEE NOT TO ACT 
FAVORABLY ON THIS LEGISLATION.

THANK YOU FOR THE OPPORTUNITY TO PRESENT MY VIEWS. I WOULD BE
PLEASED TO TRY AND ANSWER ANY QUESTIONS.
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STATEMENT OF JOSEPH F. O'CONNOR, VICE PRESIDENT, NATIONAL 
ASSOCIATION OP FOREIGN TRADE ZONES, WASHINGTON, D.C.

Mr. O'CoNNOK. My name is Joseph F. O'Connor, Mr. Chairman. I 
am here representing the National Association of Foreign-Trade 
Zones, as its vice president and director of operations for the New 
Jersey Foreign Trade Zone.

The membership of the NAFTZ, the national association, numbers 
approximately 250 firms and/or individuals who are either grantees, 
operators, users, or people interested in the foreign trade zone pro 
gram.

The association strongly opposes S. 722. The association believes 
that the Senate should reject the legislation and instruct the Senate 
conferees not to accept section 211 (a) of H.K. 3398 when the Senate 
miscellaneous tariff bills are reconciled with the House legislation.

We believe this proposed legislation should be rejected because: 
First, there is a place in place, a procedure which was created by Con 
gress in the development of the Foreign-Trade Zone Act—15 (c) of 
the act, section 408.07 of the regulations—that can accomplish pre 
cisely what this proposed legislation would accomplish if adopted.

There is presently pending before the Foreign Trade Zones Board a 
request by the proponents of this legislation to conduct a public inter 
est investigation under section 408.07 of the regs which the Board has 
yet to rule on in connection with a specific zone application. Thus, the 
proponents of this legislation have not exhausted the existing oppor 
tunities to reme'diate their concerns.

Second, the setting of what the association considers a bad prec 
edent. This might cause any other special interest group to feel the 
necessity to come to Congress instead of using the established ad 
ministrative procedures.

Third, and final, if I may just finish, one sentence: As a businessman, 
I am concerned that this legislation, S. 722, would cause doubt in the 
minds of prospective investors who are considering investment in the 
U.S. foreign trade zone program.

Thank you for the opportunity to appear.
Senator DANFORTH. Thank you, gentlemen.
[The prepared statement of Joseph F. O'Connor follows:]
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STATEMENT OF JOSEPH F. O'CONNOR

Vice President, National Association of Foreign-Trade Zones 

In Opposition To S.722

The National Association of Foreign-Trade Zones (the 

"Association") strongly opposes Senate Bill 722. The Association 

believes the Senate should reject this bill and instruct Senate 

conferees not to accept Section 211(a) of H.R. 3398 when Senate- 

passed miscellaneous tariff bills are reconciled with the House- 

passed bill.

The Association reaffirms the position stated in our letter 

dated September 9, 1983, to Mr. Robert DeArment, Chief Counsel, 

Committee on Finance.

THE ASSOCIATION

The National Association of Foreign-Trade Zones is a trade 

association representing approximately 250 member companies who 

are a part of the foreign-trade zones program. These include 

foreign trade zone operators, grantees, users, port authorities 

and supporting service companies. A major portion of these 

grantees and operators are instrumentalities of state, county or 

city governments; quasi-public agencies, e.g. port authorities; 

and not-for-profit corporations specifically chartered to sponsor 

and/or operate a specific zone in their community. The 

Association represents a majority of all businesses and 

individuals involved in foreign-trade zone activities.
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You might be interested in knowing that approximately 90 

percent of the firms using foreign trade zones are considered to 

be small businesses.

BACKGROUND ON FOREIGN -TRADE ZONES

The U.S. Congress, by passage of the Foreign-Trade Zones Act 

in 1934, has created foreign-trade zones and foreign-trade sub- 

'zones in areas that are geographically within the boundaries of 

the U.S., but outside the U.S. customs territory, for the purpose 

of expediting and encouraging foreign commerce.

There are presently 82 foreign-trade zones in 41 states and 

Puerto Rico. There are 19 applications for new zones pending 

approval. The existing trade zones vary in size from a few 

thousand square feet of warehouse space to industrial parks that 

encompass hundreds of acres. Regardless of their size, we 

believe that each zone is an important ingredient in the economic 

development of the community in which it is located.

In recent years, the U.S. Treasury and Commerce Department 

have promulgated changes in foreign-trade zone regulations 

designed to encourage foreign investment and employment in the 

U.S. This policy, as expressed in the regulations of these two 

departments, has had the desired results. By 1982, the value of 

shipments through U.S. foreign-trade zones had grown to over $7 

billion, and zone-related employment had increased to over 

29,000. Indirect employment benefits may amount to between 

60,000 and 90,000 additional jobs created. Approximately 50
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percent of all merchandise moving through general purpose zones 

in 1982 were exported.

The practical effect of a foreign trade zone designation is 

that merchandise of foreign or domestic origin, when placed in a 

zone, is treated as if it were in foreign commerce, as opposed to 

domestic (U.S.) commerce. This distinction is by law and 

practice, a temporary condition. Once merchandise moves from a 

zone into the customs territory of the United States, it is 

subjected to all U.S. laws which govern U.S. import trade.

Because of the myriad dimensions of trade zones, the results 

of the Trade Zones program are apparent from several 

perspectives. For some 29,000 people employed by zone related 

firms, the Program contributes to their employment security. For 

these firms, the Program provides the opportunity to operate in 

the United States with tariff treatment equal to the treatment 

provided their foreign competitors. And for the communities in 

which zones are located, the Program is an important part of the 

area's economic development.

Zones And Trade Related Investment

Within the context of overall U.S. international economic 

interests, trade related investment in the United States has 

become an important dimension. As an ingredient, trade zones 

contribute to the development and creation of this investment 

activity. Trade related investment takes three general forms:



54

- 5 -

- Investment by foreign interests in U.S. based 
fixed assets;

Investment by U.S. based firms done to meet 
foreign competition; and

- Investment by U.S. based firms done to respond 
to foreign opportunities.

Regardless of its nature, any fixed asset investment will be 

subject to a "capital budgeting" decision. The nature of this 

decision process will vary from company to company; all 

companies, regardless of whether they use "pay-back," "discounted 

cash flow," or other techniques, will include two factors in 

their decisional criteria: initial outlay and cash flow. Trade 

zones tend to reduce the "initial outlays" required and 

contribute to the magnitude and timing of "cash flow."

Examples.!/ o f these three trade-related investments that use 

zones status are:

Foreign based automobile "companies for whom 
zone status has been a factor in their U.S. 
investments;

U.S. based automobile companies that are using 
zone status as an ingredient in their efforts 
to meet foreign competition; and

A major computer manufacturer, which uses a 
zone .location to assemble computers from its 
world wide production base to supply (export 
to) the company's Latin American market.

_!/ There are many "small business" examples of trade related
investment in zones. The situations cited were used because 
they are so well known.
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S.722 Is Unnecessary

The Foreign-Trade Zones Act has never been amended in order 

to exclude, by statute, any product or process from trade zone 

status. This is because the Act specifies a procedure to address 

all concerns raised by the use of zone status, specifically:

Section (15)(c) of the Foreign-Trade Zones Act 
of 1934: ("The Board (Foreign-Trade Zones 
Board) may at any time order the exclusion 
from the zone of any goods or process or 
treatment that in its judgment is detrimental 
to the public interest, health or safety.")

Section 400.807 of the Foreign-Trade zones 
Board's regulations (which implements Section 
(15) (c) of the Act) .

Turning to the specific provisions of S.722, no evidence has 

been presented that the Association is aware of that demonstrates 

that the bicycle parts situation is a unique problem. Over the 

past 15 years, several industries (including textiles, steel, and 

consumer electronics) have opposed the use of foreign-trade zones 

for a specific manufacturing operation. This opposition (as in 

the bicycle parts situation) was motivated by concern over 

potential harm from a forecasted increase in imports, as a result 

of zone status. In all of these instances opposition was 

channeled through Section 400.807 of the Board's regulations. 

Pursuant to Section 400.807, the Board has addressed these 

concerns through public hearings and the review process and, when 

considered appropriate, has resolved the contentions of the 

parties with respect to "public interest" considerations.
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In one instance ARMCO Steel challenged the Section 400.807 

procedure in the federal courts. In an opinion upholding the 

Foreign-Trade Zones Board's decision, the D.S. Court of Appeals 

declared:

The Foreign-Trade Zones Act "has delegated a 
wide latitude of judgment to the Foreign-Trade 
Zones Board to respond to and resolve the 
changing needs of domestic and foreign 
commerce through the trade zones concept. 
Because of the complexity and vagaries of our 
highly developed systems of trade, and the 
pressing needs for varying solutions to the 
problems that inevitably arise, it is 
imperative that the Board be permitted to 
experiment at the fringes of the tariff laws."

"The Act gives the Trade Zones Board wide 
discretion to determine what activity may be 
pursued by trade zone manufacturers subject 
only to the legislative standard that a zone 
serve this country's interests in foreign 
trade, both export and import. Because of the 
nature and complexity of the problem the 
factors entering into a Board determination 
are necessarily numerous, and, it would seem 
incontrovertible that the Board must not be 
unduly hampered by judicial policy judgments 
that might cast doubt upon the wisdom of a 
particular Board decision."

If S.722 becomes law. Congress will preempt the 

administrative proceeding now being conducted by the Foreign- 

Trade Zones Board regarding the manufacture of bicycles in a 

foreign-trade zone and establish, in the Association's view, an 

unfortunate precedent making Congress the forum for adjudicating 

whether zone manufacturing proposals are "in the public 

interest."



57

- 8 -

An important element of the program's success is and has 

been its ability to be responsive to the changing foreign trade 

dimension of the U.S. economy. This ability to be responsive is 

a direct result of Congress, including Section 15(c) in the 

Foreign Trade Zone Act. This flexibility will be severely 

diminished if the Congress assumes the responsibility for 

adjudicating zone manufacturing applications.
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Senator DANFORTH. Senator Bentsen.
Senator BENTSEN'. I have no questions, thank you, Mr. Chairman.
Senator DANFORTH. I have no question, either. Thank you all very 

much.
The next bill is S. 37. The witnesses are Mr. McGrevin and Mr. 

Saunders.
Mr. McGrevin.

STATEMENT OP GENE R. McGREVIN, PRESIDENT, HEALTH CARE 
PRODUCTS GROUP, KIMBERLY-CLARK, ROSWELL, GA.

Mr. McGREVIN. Thank you, Mr. Chairman.
I am president of Kimberly-Clark Health Care Products Group, 

and we are here to demonstrate our support for Senate bill 37.
The purpose of this legislation is to obtain duty parity for disposable 

surgical drapes and sterile gowns at 5.6 percent ad valorem.
Our arguments in favor of this legislation are contained in our 

complete statement filed with the subcommittee on September 9; there 
fore, I would like to take this opportunity to address the opposing 
arguments that have been raised against us and show that they are 
invalid. They are not based on fact, but are real smokescreens, and 
cloud the key issue of this legislation which is to obtain tariff equity 
and promote competition among manufacturers of substantially iden 
tical goods.

And I would like to state very emphatically, Mr. Chairman, that 
every statement I am about to make we are prepared to substantiate 
with fact.

One opposing argument is that Fabric 450, a fabric manufactured 
by Du Pont, is 55 percent wood pulp and therefore is properly classi 
fied as "paper." Surgikos Division of Johnson & Johnson, which buys 
Fabric 450 from Du Pont and also manufactures some of its own Fab 
ric 450, and assembles Fabric 450 into drapes and gowns in Mexico, 
contends that their finished products are 55 percent wood pulp and 45 
percent polyester. Our lab tests recently showed that sometimes the 
polyester content is more than 50 percent and sometimes less. The Jan 
uary 1983 results show a sample as high as 54 percent polyester. Mar 
ket price data obtained for pulp and polyester indicates that the com 
ponent of chief value of Du Font's and Johnson & Johnson's Fabric 
450 is polyester. Therefore, how can the product be classified under the 
"paper" category?

The second argument that has been made often is that polypropylene 
is not biodegradable. I would like to state that we can show in any 
chemical pharmocopaeia that polypropylene, along with polyester, 
which is the component of chief value in the Fabric 450, both are bio 
degradable at an equally slow rate. It may take 20 years, but both 
products are biodegradable.

The other issue that I think is kind of interesting is the fact that 
prolene, which is a suture material manufactured by Ethicon, a divi 
sion of J&J, is a form of polypropylene that is left inside the body 
cavity after an operation, to be dissolved by the body. The question is, 
how harmful is polypropylene, and how harmful is prolene ? They both 
are biodegradable, as is polyester.
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Another issue is that it has been stated that it is inappropriate to 
give away duty reductions that are subject to international tariff 
negotiations. Kimberly-Clark Corp. discussed this issue with the 
UbTE and Mexican Embassy. The possibility of making this tariff 
reduction part of an international trade agreement is just not realistic. 
It isn't a big enough issue. And that was the feedback both from the 
Mexican Embassy and USTR.

Further, the administration has taken a no-objection position on 
our legislation, which is based upon a careful examination of the legis 
lation by the International Trade Commission, the U.S. Trade Rep 
resentative, Customs Service, and the Department of Commerce 
among others.

Another issue according to Du Pont and J&J is that disposable 
health care products of Fabric 450, and Kimberly-Clark's products 
are not substantially identical. Mr. Chairman, both of these products 
are disposable surgical gowns and surgical drapes sold to the same cus 
tomer for the same end-use.

In addition, they are both predominantly manmade fiber.
It has also been stated that domestic U.S. operations will be hurt as 

the result of this legislation. The legislation will in no way change the 
competitive status of the domestic assembly operations in the United 
States for these products. About 90 percent of the market consists of 
807 operations, including Johnson & Johnson and Kimberly-Clark 
operations, and the domestic companies are already competing at this 
level. Surgikos has an operation in Arlington, Tex.; we have an opera 
tion in Arizona.

Another allegation has been that there are no health-care cost- 
containment benefits from these products. There are. The health-care 
benefits are that it helps to eliminate cross-contamination, and a study 
done by the Du Pont Corp. called the Moylan study at Duke University 
proved this.

Finally, I would like to show you something that I find very incon 
sistent: Surgikos, who is contending to U.S. Customs that their prod 
uct is paper, advertises that their products have "that Fabric 450 feel 
ing." Is a fabric not a textile ? For consistency, shouldn't it say "that 
paper-450 feeling?" There is a tremendous inconsistency. Also, I think 
if you take a look at their packaging, they are making packaging 
claims that their product is a "fabric"—that is, textile—and yet they 
claim they should be coming in under a paper duty rate.

Mr. Chairman, the real issue here I think is not the smokescreen of 
the arguments that have been presented by opponents of S. 37. Very 
briefly, it is simply unfair competition. Companies that together have 
over an 85-percent market share in these products have a three to five 
times tariff advantage over a company that has less than 5 percent.

Thank you.
Senator DANFORTH. Thank you. sir.
[The prepared statement of Gene McGrevin of Kimberly-Clark 

follows:]

28-805 0-84-5
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October 20, 1983

EXECUTIVE SUMARY OF DISPOSABLE SURGICAL DRAPES AND STERILE GOHNS BILL 
  Id SUPPORT Ot S. 37 AND H.R. 33% Sec. \'ik (formerly H.R. T225T 

KEY POINTS: This' legislation seeks tariff parity at 5.6Z with other disposable sur 
gical drapes and sterile gowns. The products encompassed by this bill are restricted to 
surgical drapes and sterile gowns; mist be manufactured of nan-made bonded fiber fabric; 
are disposable in nature; are limited to a temporary evaluation period of five (5) years; 
and vould only receive "duty equalization" not duty free treatment.

BACKGROUND DATA: Kimberly-Clark Corporation's disposable surgical drapes and sterile 
gowns of bonded-fiber fabric are currently assessed a duty rate three to five times 
higher than the duty paid by substantially identical disposable products comprised of 
paper or paper reinforced with man-made fibers. Two Customs Service rulings further this 
tariff disparity. The first ruling classified disposable operating room gowns consisting 
of up to 55% polyester and 45% wood pulp as "reinforced paper." The second indicated 
that, despite the component of chief value being polyester, as long as the initial base 
sheet is made on a papermaking machine, the result of blending such base sheet with any 
amount of man-made fiber is still "reinforced paper," not a textile, meaning it carries a 
duty rate of 5.6% ad valorem versus the current 29.1Z effective rate applied to our 
polypropylene gowns.

We believe that it is unfair to assess one fabric a tariff three to five times that 
of a substantially identical competing product, thereby placing our products at an 
extreme disadvantage merely because the fabric does not contain a minimal amount of 
paper. Again, the component of chief value for both fabrics is man-made fiber, being 
sold to the same markets, and with the same end uses.

Kimberly-Clark's polypropylene base sheet with bacterial barrier properties is an 
advancement that will contribute to the well-being of patients and to cost containment by 
reducing hospital infection and reinfection. This base sheet is manufactured only in the 
U.S., with assembly of the surgical drapes and sterile gowns in Mexico, through the 807 
tariff provision. The assembled drapes and gowns are then returned to the United States 
for sterilization and distribution.

Assembly is labor intensive and currently cannot be done cost effectively within the 
U.S. For this reason, and in light of health care cost containment efforts, broad 
philosophical statements against any U.S. tariff reductions are, in this case, illogical 
and destructive of additional U.S. jobs. At our Corinth, Mississippi, mill where the 
polypropylene base sheet is made, we have already spent more than S155 million and are 
employing about 400 people (150 new) following the completion of a $55 million expansion 
in Hay of 1983 which utilized some 300 construction workers at the peak. In addition, 
the Corporation has broken ground for construction of an additional $122 million facility 
in La Grange, Georgia, which will utilize about 500 construction workers by mid-1984 and 
some 200 mill employees by mid-1985.

In response to comrients, the bill has been narrowed considerably in scope from its 
original proposed form. It now deals solely with a temporary "duty equalization" on 
certain disposable surgical drapes and sterile gowns to 5.6% ad valorem which expires in 
five years. This period will give Kimberly-Clark time to assess the justification for 
expansion of our major U.S. capital investment for manufacturing the polypropylene base 
sheet and demonstrate the merit of "duty equalization" for the United States. Again this 
year, a statement clarifying that the bill language shall not be construed to include any 
industrial apparel was entered into the record of the full Ways and Means Conmittee 
markup. This bill does not include any apparel other than disposable sterile gowns of 
bonded fiber fabric.

Presently, the exceptionally high duties paid on polypropylene disposable surgical 
drapes and sterile gowns do little to allay America's concerns over sky-rocketing hospi 
tal costs and inflation. Furthermore, we believe a five-year tariff reduction establish 
ing tariff parity for disposable surgical drapes and sterile gowns will help rectify a 
competitive inadequacy in current tariffs.

We ask for your support for passage of S. 37 and H.R. 3398.
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Written Comments Of 
Health Care Products Group, 
Kimberly-Clark Corporation

to the 
Subcommittee on International Trade

of the 
Senate Committee on Finance

on
H. R. 3398 

September 9, 1983

I. INTRODUCTION.

The following written comments are filed on behalf of the 

Health Care Products Group of Kimberly-Clark Corporation 

(hereafter, "Kimberly-Clark" or the "Corporation") in support of 

H.R. 3398, a bill to change the tariff treatment of certain 

articles. Our comments are directed to Section 124 of the bill 

(S. 37, introduced on January 26, 1983 by Senators Cochran, Nunn 

and Durenberger and subsequently co-sponsored by Senators 

Stennis, Helms, and Symms), which would reduce temporarily the 

duty on certain disposable surgical drapes and sterile gowns.

Kimberly-Clark Corporation, its consolidated subsidiaries, 

and its equity companies are principally engaged in a single, 

world-wide manufacturing and marketing business. This business 

primarily involves the use of fibers to serve many diverse 

markets. The Corporation's products are grouped into three major



classes: Consumer and Service; Newsprint, Pulp and Forest 

Products; and Paper and Specialties.

Products in the Consumer and Service Class, the largest of 

the three classes, include facial tissue, bathroom tissue,

feminine napkins and tampons, disposable diapers, and household
,   

towels sold under a variety of trademarks including KLEENEX

KOTEX , NEW FREEDOM, DELSEY  and HI-DRl" . This class also 

includes products for health care, such as disposable hospital 

gowns, packs, and accessories; and industrial wiping markets, as 

well as materials sold to others for conversion.

II. PURPOSE OF SECTION 124 of H.R. 3398.

The rationale for seeking a temporary reduction in duties 

for disposable surgical drapes and sterile gowns of bonded-fiber 

fabric is to remedy a significant tariff inequity. Disposable 

hospital gowns and drapes predominantly of paper, or paper 

reinforced with man-made fibers, are classified in Tariff 

Schedules of the United States ("TSUS") item 256.8780 with an 

applicable duty rate of 5.6Z ad valorem. Yet, disposable sur 

gical drapes and sterile gowns predominantly of bonded-fiber 

fabric (man-made fiber) are classified in TSUS items 389.6265, 

379.9601 (formerly 380.8407) and 383.9205 (formerly 382.8131),
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and are subject to duty rates three to five times higher. Cur 

rently, 389.6265 (drapes) is assessed a duty rate of 16c per 

pound plus 13Z ad valorem, and the duty rate applied to 379.9601 

and 383.9205 (gowns) is 16c per pound plus 24Z ad valorem.

Section 124 of H.R. 3398 temporarily reduces the rate of 

duty on disposable surgical drapes and sterile gowns comprised of 

bonded-fiber fabric to a level of tariff parity with other 

disposable surgical drapes and sterile gowns comprised of poly 

ester, nylon, polyethylene, polypropylene, and wood pulp combina 

tions. The majority of producers of these substantially identi 

cal disposable products or base sheet materials, which producers 

include DuPont and Johnson & Johnson, currently pay 5.6Z ad 

valorem on value added, while Kimberly-Clark Corporation pays 

duties three to five times this amount, and we are informed that 

this is five to eight times the 1982 International Trade Commis 

sion average tariff collected for all free and dutiable imports 

of 3.6Z.

III. DESCRIPTION OF SECTION 124 OF H.R. 3398. 

Since the original introduction of this tariff equalization 

measure nearly two years ago, a number of changes have been made 

to the language to significantly narrow its scope. Section 124

- 3 -
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now includes only disposable surgical drapes of bonded-fiber 

fabric contained in TSUS items 389.6265, and disposable'sterile 

gowns of bonded-fiber fabric contained in TSUS items 379.9601 

(men's or boys') and 383.9205 (women's and girls'). The general 

apparel categories for such items as coats, shirts, suits, 

trousers, and slacks, of man-made fibers [379.9501 (men's) and 

383.9005 (women's)] are not included in Section 124.

Section 124 provides for a duty reduction to 5.6Z ad valorem 

which will expire in five years. The five-year term was selected 

to provide time for Kimberly-Clark to assess the success and 

effectiveness of our major capital investment for the manufacture 

of the polypropylene base sheet. We believe this trial period 

will demonstrate that the reduction will have a favorable effect 

on U.S. industry and jobs by expanding U.S. component fabric 

production facilities, raw material suppliers and other 

supporting operations.

Kimberly-Clark has already spent in excess of $100 million 

for the construction of our Corinth, Mississippi mill which 

manufactures the polypropylene base sheet for these products. 

Since the completion this year of the mill's $55 million 

expansion, the mill now employs more than 325 people, an 

additional 75 employees since last year. Further, the

- 4 -
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Corporation has moved forward on its commitment to invest an 

additional $120 million to build another U.S. polypropylene base 

sheet facility in LaGrange, Georgia. The growth and success of 

our Health Care business will affect our long-range plans for the 

LaGrange facility. The Corporation needs several years to 

evaluate the performance of the product and to establish a 

reasonable return on these initial investments. Tariff parity 

with the rest of the disposable surgical drape and sterile gown 

market for five years would strongly assist the Corporation in 

providing a fair test for this evaluation.

The Multilateral Trade Negotiation ("MTN") final staged 

tariff reduction will occur January 1, 1987.* Assuming this 

proposed legislation is enacted for the proposed 5 year term, 

then in 1988, the 5.6Z tariff rate applicable to our products 

would automatically increase if Congress decides against

1983 Tariff 1987 Tariff
TSUS t Rate_____ Rate______

256.8780 5.6Z ad val. 5.6Z ad val.
379.9601 16c per Ib + 2« ad val. 17Z ad val.
383.9205 16c per Ib + 24% ad val. 17 I ad val.
389.6265 16c per Ib + 13Z ad val. 9Z ad val.

(See also Attachment C)

- 5 -
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continuing the temporary reduction. The 1987 final MTN imple 

mentation rates of 9% and 17% for surgical drapes and sterile 

gowns, respectively, would then be applicable to Kimberly-Clark 1 s 

products. Thus, even after the implementation of all MTN staged 

reductions, Kimberly-Clark would still pay for its disposable 

polypropylene surgical drapes and sterile gowns, duties equal to 160% 

and 300%, respectively, of the duties paid by medical converters 

of polyester fabrics manufactured by DuPont and others.

IV. DESCRIPTION OF THE U.S. CUSTOMS RULING 
ENABLING DISPOSABLE HOSPITAL PRODUCTS, 
WHOSE COMPONENT OF CHIEF VALUE IS MAN- 
MADE FIBER, TO ENTER THE U.S. AT 5.6% 
AD VAL. AS REINFORCED PAPER._______

Although, as discussed above, Kimberly-Clark's products are 

substantially identical to those of its competitiors, Kimberly- 

Clark has found it necessary to seek a legislative solution 

because it is unable to fit within existing Customs Service 

rulings. The Customs" Service has issued two rulings which 

classify a competitive fabric as "reinforced paper," although the 

"reinforced paper's" component of chief value is polyester. The 

effect of these rulings is to treat comparable competitive 

products with identical end uses very differently.

- 6 -



67

These rulings, numbered 027919 (July 6, 1973) and 055364, 

(February 19, 1980), classify disposable operating room gowns 

consisting of up to 55% polyester and 45% wood pulp as 

"reinforced paper," importable at 5.6% ad valorem. The first 

ruling indicated that when a layer of tissue paper produced from 

wood pulp on a standard paper-making machine and a layer of 

polyester mat are entangled by pressure from sprayed water, the 

resulting base sheet is reinforced paper. Interestingly enough, 

laboratory testing indicates that a layer of finished paper, 

manufactured on a paper-making machine, is not essential to the 

production of this particular product. Pulp fibers have been 

found to be substitutable. Thus, it appears that one of the key 

reasons for including a sheet of paper in the process is' to be 

able to state that a paper-making machine was used in the 

process, ignoring the fact that the majority of the process 

involves textile machinery.

The second ruling was a response to a request for internal 

advice on the first ruling from the District Director of Customs 

in El Paso, Texas. The District Director questioned the logic of 

the first ruling and indicated that the component of chief value 

was polyester, thus classifying the product as man-made fiber 

apparel. He also indicated that only the initial paper sheet,

- 7 -
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and not the entire finished base sheet, was made on a 

conventional paper-making machine. Customs responded that the 

component of chief value rule was irrelevant because reinforced 

paper is an "eo nomine" (describing a product by name) classifi 

cation provision. Secondly, Customs responded that "[i]t is 

sufficient that the paper used in producing the reinforced paper 

first was made on a standard paper-making machine without modifi 

cations" for the entire finished base sheet to be classified as 

reinforced paper. Thus, in effect, Customs has indicated that 

the fact that the component of chief value of fabric is polyester 

is irrelevant, and that so long as the initial base sheet is made 

on a paper-making machine, the result of blending the base sheet 

with any amount of man-made fiber is reinforced paper, not a 

textile, and carries a duty rate of 5.6Z ad valorem. This ruling 

ignores the fact that the component of chief value is polyester 

and that, in fact, the product is a textile reinforced with paper 

rather than a paper reinforced with textile or "reinforced 

paper."

We are not before this forum to find error with the Customs 

Service rulings but, rather, to point out that, as a result of 

the Customs Service's rulings, one type of fabric is assessed a 

tariff one-fifth that of a substantially identical competing 

product. Thus, merely because our fabric does not contain a 

minimal amount of paper made on a paper-making machine, this
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ruling places our Health Care Products Group at a very 

substantial disadvantage. The component of chief value for both 

fabrics is man-made fiber and the production process, excluding 

manufacture of the paper, is a textile process for both. The 

finished products have the same end uses and are sold to the same 

markets.

Kimberly-Clark"s 100% polypropylene base sheet has demon 

strated in laboratory testing such desirable characteristics as 

low lint, effective bacterial barrier properties, good fabric 

breathability and drapability, and minimal likelihood of support 

ing flame. Our polypropylene base sheet is a desirable product 

advancement that will contribute to the well-being of both the 

patient and the surgical team and to hospital cost containment by 

helping to reduce infection and reinfection. Illogical 

application of duty rates should not be used to prevent this 

product from reaching hospitals throughout the U.S. at a price 

comparable to other disposable surgical drapes and sterile gowns.

V. ADVERTISING CLAIMS FOR ARTICLES OF 
"SONTARA" AND "FABRIC 450," INCLUDE 
REFERENCES TO FABRIC AND CLOTH, AND 
PATENTS FOR PRODUCTION OF SONTARA 
AND FABRIC 450 DESCRIBE A TEXTILE 
PROCESS._________________

A review of current advertising and related literature 

indicates that marketers of disposable hospital products of
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"Fabric 450" and "Sontara," in chief value of polyester, fre 

quently allude to their products as "linen-like" and possessing 

the "characteristics of cotton" and "comfort of cotton." Thus, 

these companies are representing to the Customs Service that 

their products are paper but are marketing the same products as 

cloth.

Johnson & Johnson's July 9, 1976 submission to the Food and 

Drug Administration for clearance of Barrier Drapes contains the 

following references:

These drapes are the disposable cloth-like 
sterile materials arranged about a body part 
preparatory to operation or examination . . . 
Fabric 450 is a spun-laced, nonwoven cloth- 
like fabric . . . [Emphasis added.]

In addition, Fabric 450 is referred to as "fine-meshed fabric," 

"nonwoven, close-textured material," and "cloth-like fabric" in a 

variety of Johnson & Johnson's product catalogs. Even the name 

"Fabric 450" connotes cloth rather than reinforced paper. The 

referenced advertising materials are appended as Attachment A.

DuPont's 1982 annual report, on page 11, refers to "Son 

tara," classified by Customs as a reinforced paper, under the 

heading of "Spunbonded and Spunlaced Products". This title 

reference pertains entirely to textiles, not paper.

- 10 -
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Our literature search also revealed that DuPont's patents 

indicate that the machinery used to produce Sontara and Fabric 

450 is intended to manufacture textiles. This is evidenced in 

the titles of the patents, the stated objectives of the inven 

tions, and in the teachings and claims. An example is U.S. 

Patent 3,485,706, issued-in December of 1969. The title of this 

patent is: "Textile-like Patterned Nonwoven Fabrics and Their 

Production." The stated objective of the process is ". . . to 

convert the layer (of fabrics) directly into coherent, highly 

stable, strong nonwoven fabrics which resemble many textile 

fabrics prepared by conventional process steps such as mechanical 

spinning and weaving."

The patents also demonstrate that wood pulp is not essential 

to the process. The majority of the process patents and material 

patents address 100%. textile fiber structures (i.e., no paper 

fibers). No examples are found of 100Z paper-making fiber (i.e., 

wood pulp) structures. Where wood pulp content is discussed and 

specified, it is specified at less than 100Z. When pulp fibers 

are used, they are used to reinforce the textile fiber matrix or 

to reduce its cost.

Thus, although Johnson & Johnson and DuPont allege for 

purposes of Customs classification that Sontara and Fabric 450

- 11 -
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products are really reinforced paper, Sontara and Fabric 450 

surgical drapes and sterile gowns are being marketed as cloth or 

fabric. Such tactics underscore the need for Congress to provide 

an equalization of tariffs and an equal ability to compete. It 

is simply unfair for these competitor companies to be allowed to 

import disposable surgical drapes and sterile gowns, in chief 

value of polyester, as articles of reinforced paper with a tariff 

of 5.6Z and for Kimberly-Clark to pay three to five times this 

amount for the identical products.

VI. DESCRIPTION OF THE MANUFACTURING 
PROCESS OF POLYPROPYLENE GOWNS 
AND DRAPES.________________

Kimberly-Clark"s polypropylene base sheet is manufactured 

wholly within the U.S. Polypropylene pellets, supplied by 

domestic producers, are poured into a hopper, and then melted, 

and pumped through extruders. Fine fibers exit the extruders and 

are collected as an unbonded mat on a forming wire. A calendar 

is used to thermally bond several layers together, a process 

which is typical of paper-making. The result is a bonded-fiber 

fabric. We would like to emphasize that no spinning or weaving, 

in the traditional sense, characteristic of textile manufacturing 

is involved in the process.

- 12 -
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VII. DESCRIPTION OF THE RELEVANT MARKET.

The bill, in its current form, will not change the competi 

tive status of domestic assembly operations for disposable 

surgical drapes and sterile gowns. We would estimate that the 5Z 

of the total market that totally assembles disposable .surgical 

drapes and sterile gowns in the U.S. employs less than 200 

persons in assembly operations. This 5% of the market, consist 

ing of two companies, has historically faced competition from 

disposable surgical drapes and sterile gowns re-entering the U.S. 

at a 5.6Z ad valorem duty rate, and will continue to do so.

The assembly of disposable surgical drapes and sterile gowns 

is labor intensive and the majority of manufacturers cannot cost- 

effectively have the assembly performed in the United States. 

Manufacturers are seeking methods to minimize costs in order to 

cooperate with the health care cost containment efforts and to 

reduce the effect of inflation on their businesses.

A chart is attached hereto as Attachment B, which sets forth 

estimates of the approximate market shares, product components, 

and tariffs of the companies comprising the disposable surgical 

drape and sterile gown market. The chart indicates that 

Kimberly-Clark generally pays duties three to five times higher 

than our competitors for entry of substantially identical

- 13 -
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products. It is our belief that a reduction of the currently 

applicable duty rates of 16c per pound plus 13% ad valorem and 

16c per pound plus 24% ad valorem for surgical drapes and sterile 

gowns, respectively, to 5.6% ad valorem will place no greater 

competitive burden on totally intra-U.S. competitors than already 

exists. They have historically competed with products entering 

the U.S. at 5.6Z ad valorem and they will continue to do so.

VIII. CONCLUSION.

Kimberly-Clark believes that a temporary tariff reduction 

establishing tariff parity for disposable surgical drapes and 

sterile gowns will help rectify a competitive inadequacy in 

current tariffs, will enable smaller health care businesses like 

Kimberly-Clark's Health Care Products Group to be more effective 

competitors, and will further the nation's goals of hospital cost 

containment.

We believe a five-year term will provide sufficient time to 

evaluate capital investment potential for new U.S. facilities. 

If we are better able to compete as a result of duty 

equalization, the U.S. component fabric production facilities, 

raw material suppliers, and other supporting operations will

- 14 -
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benefit by increased sales and expanded labor forces because the 

base sheet components are all manufactured in the U.S.

We also note for the record that the Administration recog 

nized that this tariff equalization measure is not amenable to 

multilateral or bilateral trade negotiations, resulting in a "no 

objection" position on Section 124 of H.R. 3398 (H.R. 1226 during 

the hearings before the Subcommittee on Trade of the House 

Committee on Ways and Means).

Kimberly-Clark urges favorable consideration of Section 124 

and passage of H.R. 3398 as soon as possible.

- 15 -
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Attachment A

510 (k) Submission to 
the Food and Drug Administration

DEPARTMENT OF HEALTH. EDUCATION'. AND WELFARE 
PUBLIC HCM.TM SCRVICS . " 
AND D«UO ADMINISTRATION

B757 Georgia Aye. 
Silver Spring, MD! 20310 

August 9, 1976

Kr. John S. Saxorsjczyk
Senior Regulatory
Compliance Coordinator
Surglkos
A Jci'.rson & Johnssr. Ccr.pjny
Research Division 501 Georce St.
New Bruniwici:, '». J. CS903

Dear Hr. Sa.-srajczy!::

Ref: K750212 - Barrier Stsri
PATIENT R:;.DY Drapes caused
FABRIC 430

Your Section 510(1;) notification of intent to market the ebsve 
device !iis beer, reviewed. We hsve determined, based on the in-fc.-r.atisn 
availcLlo to us at this tine, that the dev-lcs is substantially ei-';i\-:lent 
to one marketed in interstate ccirrr.erce prior to Kay 2S, 1S76, the cite 
of er.tct-.arit of the Mso'icj'i Device Asenir.er-ts of 1975. YOJ nsy, therefore 
bejin r.ar!;etir.c of your device without waiting for the expiration of the 
90-day notice period.

Upon rsrkctir.;, yoyr device will b3 subject ts the eenercl controls 
ir.pcsid ty tiie Fsieril Food, Uru'j, ar.d Cos:r.itic Act, which eurrar.tly 
ir,cli;?e reqyire'sr.ts rtlatir.g to annual registration v:ith the Food and 
Drug Ad.-i,-,ist-aticn, adulteration, and m'jfcrur.iir.p. V.'e v;ill seen s?r.a 
yc'j infs r~t tier. aL:ut hcv; to rEris'.=r with !TA. these current rt-r-jire- 
r.er.ts r..^y later be suppleEer.te- t-.v regjlations, which wi'.l be proposed 
fcr ccr^.'.sr. 1. in the Femoral Rcr.'S'.ar. relatir.; to current ooc-d r.ar.Lfac- 
turin; practices, re;cras an:; reports, and other rec.-;irc-.ents. Uprrs 
final clussificjtioa of the device, your product R«y tc rsquirec' tc r.eet 
addition* i rec.uiru.cr.ts i?plicii':e to Class II devices Jperfor-.sr.ce 
stf.r.dtrd:) or Clsss III devices (prer.ar!.et approval).

You shsiilc1 frillcw closely the classificatiin prcceedin;s ccr.^cted 
by thi Tcsd sr.d £,-., ; Ac  irist'-i'cicn so thft you c?.n unvey yc"i" viev.s to 
the Aj::-,:y if yc^ s'.1 c'ssire, i-.i so thit yiu car pri:"'ily ccr.p'.y :S.-.'-. 
ery adi1tior.il re;jirer.er.ts sjtse^-jently imposed on your device. Ir.for- 
r.alicn on r.eitir.js oi the dcvi:e classif ic^tiin pjne'is, their r:-o:-T.en- 
ditions, tr.i the'flr.al decisions of the Agency v;ill be publish:; in the 
Fed-:r:>1 ?.e;ister. Siibscri?tic:is wy be obts-'r.ed fror; the Si:p;rir.t=r.cle'.t 
oT~Doc7r.tr.::, L.S. Governr.ent I'rir.tin; Cffise, V.'ashinjton, O.C. 2T-Ci. 
Such 'nfcr-jticn aUc nay te rsvirv/ei in the Office of the Keirirr 
Clerk, F2A, 56CO Fishers La.-.e, Rc:kviTie, Karylanc, 20252.

Sincerely yours, O •
D'vid M. L1.Y<, Director
6.. _ ,».. _* «'»J.'. fc - ^. .,- -,
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Attachment A

URGES
A v»JT««4cAmO» COMPANY

Research Division
501 George St. july 9 1975 

New Brunswick. N.J. 08903 y '

Registration and Device Listing Staff
(HFK-124)
Division of Compliance
Bureau of Medical Devices & Diagnostic Products
Food and Drug Administration
8757 Georgia Avenue
Silver Spring, Maryland 20910

"510(K) NOTIFICATION"

We are hereby notifying the Food & Drug Administration of our 
plans to introduce the following devices:

NAME OF DEVICES:

Surgikos - BARHIEP* Sterile PATIEKT READY- Drapes . . 
composed of FABRIC 450' (The se_jl rapes are tne 
disposable cloth-like ste'riiejna'te'ri'als arranged 
about a body part p'reparatorv to o"peratibn~or'   
examination.)

PROPOSED CLASSIFICATION':

Drapes have a proposed classification of Class II 
by the General Hospital and Personal Use Panel and 
we concur with this classification.

SUBSTANTIAL EQUIVALENCE:

Drapes currently manufactured and distributed by 
Johnson & Johnson are Kaycel fabric. Kaycel is a 
synthetic scrim (yarn).-'' '   ' ' '   | -', ; " .;. ......... /

' ; to render the fabric subcta.-tially
»»  

We plan to introduce drapes manufactured from FABRIC 450-. 
FABRIC 450* is a spun-laced non-woven cloth-like fabric
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Attachment A

Registration & Device - 2 - July 9. 1976 
Hating Stiff

|de from a/V' ''''•.••'"'.'••".•'..     ' " . ' ' {
BBS   '."." '   ''..:. " . j_ ._ . :• ' ...-.._.__._..._-.- ...  --..]

' ./to render the fabric substantially repellent. We 
bave manufactured and distributed surgical gowns of 
FABRIC 450* for three (3) years.

We feel that FABRIC 450* drapes are substantially equivalent 
to Kaycel fabric drapes with regard to safety and effectiveness 
in that they both have essentially the same physical attributes. 
the difference being that FABRIC 4SO* possesses a unique. 
esthetically pleasing softness.

ADVERTISING & LABELING:

Advertising and labeling for the FABRIC 450* drapes will be . 
essentially the same as that currently in use for the Kaycel 
Drapes except that the FABRIC 450* drapes will bear the 
statement. "With FABRIC 450*".

Very truly yours,

S. Saniorajczyk 
Senior Regulatory 
Compliance Coordinator

JSS:mt

* A Tradenark of Johnson & Johnson
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Attachment A

'BARRIER*
GOWN MATERIALS
SURGIKOS has invested heavily in the development of surgical 
gown fabrics that combine the superior protective properties of 
single-use materials with the comfort and handling qualities 

inen. BARRIER" Gowns utilize a unique combination of
materials to achieve this result.

FABRIC 450 *
FABRIC 450 s achieves an optimal balance between efficacy
and comfort for the surgical team.
Efficacy
Surgical gowns are designed to prevent bacterial migration into
the sterile field, thus reducing risk of infection. However, this
function depends on materials that effectively resist penetration
by fluids and dry particles, which are excellent vectors for
bacteria.
As fluids strike FABRIC 450" they bead and run off. Study after
study, both in vivo and in vitro, have proved that FABRIC 450"
effectively repels fluids and that its microporous structure elimi- '
nates risk of dry particle penetration. In contrast, standard linen
draping material readily allows fluid strike-through and
performs poorly against dry particles such as skin sheddings.
Comfort and Handling
If you close your eyes, then take a piece of linen draping male- 
rial in onejjand ancfa piece of'FABRIC 450" in the olher. you'll 
jjndJtharcQpTeli the difference. FABRIC 450 :!' is that soft^ 
pliable and quiet'"HigFb'reathability also makes FABRIC 450° 
comfortable to wear for long periods, and it's strong enough to 
withstand the stress of today's surgical procedures.

REINFORCEMENT MATERIALS
Various BARRIER Gowns are reinforced in the critical areas to 
prevent strike-through during procedures with high fluid vol 
ume. The latest reinforcement introduced by SURGIKOS is a 
lightweight and impervious laminate incorporated into gowns 
such as the BARRIER Extra Protection Surgical Gown and 
BARRIER Ultra Protection Surgical Gown (Figure 1).

Absofbi 
on inside

K»^»S*S'\si',vW
ienl fABRIC'450'.\y-'«
3?:;S&SrtJJ&?

Figure 1. New impervious 
remrofCijrneru in BARRIER 
Extra Protection ana Ultra 
Protection Gowns,
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That feeling of security
FABRIC 450' effectively resists bacterial migration: and it 
has the strength to withstand the stress and strain of today's 
surgical procedures.
You can't be as confident with cotton. Strike-through and 
resulting bacterial migration with cotton are well documented.1 
and cotton sheds 10 times as many airborne organisms as 
disposables.1 But most important, disposables result in 
a significantly tower rate of postoperative infection.1 \buTI 
prefer the security of that FABRIC 450* feeling.

That feeling of comfort
The keys to FABRIC 450* comfort are coolness and breathabflity. 
You'll appreciate our gowns. Especially during an extra-king procedure. 
... The drapes are soft and linen-like! They unfold without rustling and 
conform naturally to any shape. The low-glare color is easy on your eyes.

I
at MA

lQ**™*l*StmiyC:Comi#oo**^noHi™>innHmMtaruMiiMiiu*i
EvMMor. Com* UMcrt CMH « *«. 

a. UBfiM JA « «.: Tin fenportana of goMi •« dnp» Btnwi in M PMWHH
151 445-470.'Ml

Only BAMER* Racks 
and Gowns offer that 
FABRIC 450* 
feeling

D 190307-612.1MO.

1

v.
S«T. j

\
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Attach

I PROCEDURAL PACKS 
The Procedural Side
BARRIER Procedural Packs meet specific surgical needs. For each 
discipline there's a pack that includes drapes and gowns. Plus many 
packs contain extras to boost efficiency—like non-slip instrument pads, 
sponges, cord holders, suction lips and tubing, BARRIER Incise Drapes. 
BARRIER Impervious Stockinets. BARRIER Tape Strips. DISCARD-A-PAD' 
Sharps Disposal Systems, and SURGIKOS* Electro-Surgical Tip Cleaners.
Promoting prope"? technique is the essence of BARRIER design from the 
way a pack opens to how the drapes unfold."

The Safety Side
Our exclusive FABRIC 450* and DRISITE* Fabric Reinforcement reduce 
Ihe risk of infection by isolating and protecting the surgical team and the 
patient. FABRIC 450* provides more than security; it's soft and cool to 
wear, and as conformable as linen. Around the incision site, absorbent 
and impervious DRISITE controls run-off and prevents strike-through.
The unique folds of the overwrap/tablecover. gowns, and drapes facilitate 
aseptic handling. And the need to open only one package per procedure 
presents less risk of contamination than when several packages must be 
opened.

The Cost Side
When BARRIER Procedural Packs reduce draping time, the next case can 
start sooner. Our packs also spare you a lot of record keeping by establish 
ing a single draping cost per procedure and simplifying inventory control.

BARRIERPROCEDURAL PACKS
'Surgleal

1292 BARRIER Head Neck Pack

rattgy 

•sicPacU

1243 BARRIER Uparotomy Pack 111
1:47 BARRIER Abdominal Pack
1246 BARRIER General Surgery Pack

1252 BARRIER uparoscopy Pack
1253 BARRIER Cynecology Pack I
1254 BARRIER Gynecologr Pack II
1257 BARRIER Oynacology Pack

1231 BARRIER Obslolncal Pack
1234 BARRIER Delivery Room Pack

1290 BARRIER Lower Extremity Pack
1291 BARRIER HO Pack
1262 BARRIER Orttm Minot Pack
1263 BARRIER AiOmacopf Pack

1223 BARRIER Cysloscopy Pack III

1278 BARRIER Basic Pack
1285 BARRIER Basic Pack III
1284 BARRIER Sot Up Pack 0
1297 BARRIER M«x Pack

T
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CATALOG MATERIAL, DATED 1974

Attachment A

BARRIERS-the effective 
surgical gown ;

The BARRIER Surgical Gown does 
what is was designed to do. It reduces 
the risk of spreading bacteria from 
a septic to an aseptic zone.

The advanced design BARRIER 
material reduces the risk of infection 
in two waysi
(a) Moisture-repellent fabric pre 

vents the soak-through of fluids 
and the accompanying migration 
of microorganisms.

(b) The tightly-textured, nonwoven 
.fabric reduces airborne bacteria 
by more effectively containing 
shed skin particles.

In addition, the BARRIER Surgical 
Gown provides these benefits to the 
surgical team:
9 Soft, supple material is cool and 

comfortable even during pro 
longed procedures.

9 Rne, even, double-needle stitch 
ing in the sleeve holds consist 
ently under stress.

a> BARRIER Gowns free 
laundries from processing, 
mending and autoclaving while 
providing surgeons and nurses 
with new, lightweight, attractive 
gowns, guaranteed sterile, for 
each surgical procedure.
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Senator DANFORTH. Mr. Saunders.

STATEMENT OF PAUL SAUNDERS, VICE PRESIDENT, SURGIKOS, 
INC., ARLINGTON, TEX., ACCOMPANIED BY EUGENE T. ROSSIDES, 
PARTNER, ROGERS & WELLS, WASHINGTON, D.C.
Mr. SAUNDERS. Good morning, Mr. Chairman, I am Paul Saunders 

of Surgikos. I am accompanied by Mr. Eugene Rossides, our Wash 
ington counsel, and Mr. Lew Stein, our corporate counsel.

The following are the principal points made in my written state 
ment filed today on behalf of Surgikos, a Johnson & Johnson company 
of Arlington, Tex., regarding H.R. 3398 and the Senate counterpart 
bill, S. 37. We oppose enactment of this legislation.

Surgikos manufactures and markets an extensive line of disposable 
packs, gowns, and surgical specialty products for use in operating 
room procedures. These products are properly classified as "reinforced 
paper, composed of 55 percent wood pulp, 45 percent polyster binder, 
a biodegradable product."

Mr. Chairman, we oppose this legislation for several reasons: If 
enacted, it would be contrary to public policy and have an adverse im 
pact upon our manuf acturing operations in Texas, where we currently 
have about 1,400 employees and a facility investment of $23 million.

Surgikos has been in this business 20 years. We have built the busi 
ness under existing customs ruleis and regulations. This is a finite 
business; not a single new domestic job would be created by this 
legislation.

Furthermore, the articles covered by the legislation are 100 percent 
textile items of nonbiodegradable polypropylene. The legislation would 
create new items in the textile schedules without following the mecha 
nisms provided by Congress.

In addition, the legislation would potentially open up imports of 
fabrics from all nations.

While the bill is written to benefit a particular U.S. company, for 
eign-produced nonwovens could be imported under its provisions, 
placing an additional strain on the already burdened textile industry.

A restriction on importations for use in performing surgical pro 
cedures apparently excludes other uses. It would be difficult to enforce 
this, posing a threat to industrial use markets as well.

It has been alleged that this legislation will reduce the health-care 
costs. To the contrary—enactment would have no appreciable effect, 
as the total disposable pack and gowns business represents less than 1 
percent of the overall expenditures of hospitals, and margins for all 
disposables are constrained by the cost of using reusable products for 
the same end uses.

By way of a final comment, there is no basis for any claim that the 
duty on the textile product should be reduced to the level of the paper 
product as a matter of equity. Similar products made of dissimilar in 
gredients are classified at different duty rates throughout the tariff 
schedules. And as previously mentioned, Surgikos has built this busi 
ness under existing rules and regulations.

In conclusion, Mr. Chairman, this legislation would have an adverse 
impact on an already competitive business, as well as upsetting the 
balance of the carefully crafted textile arrangements. We oppose 
enactment.

Thank you, Mr. Chairman.
[The prepared statement of Paul J. Saunders follows:]
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October 21, 1983

BEFORE THE UNITED STATES SENATE COMMITTEE ON FINANCE, 
SUBCOMMITTEE ON INTERNATIONAL TRADE

STATEMENT ON H.R. 3398, SECTION 124, AND 
SENATE COUNTERPART BILL, S.37

HEARING ON MISCELLANEOUS TARIFF BILLS

Mr. Chairman and Members of the Subcommittee: My name is 

Paul J. Saunders. I am Vice President (Operations), Surgikos, 

Inc., Arlington, Texas.

Surgikos is a member of the Johnson & Johnson family of 

companies. Our corporate headquarters are in Arlington, 

Texas. We have manufacturing facilities in Arlington and El 

Paso, employing almost 1,400 persons at these locations in 

Texas, with a facility investment of $23 million. Surgikos 

presently markets an extensive line of disposable packs and 

gowns and surgical specialty products for use in major 

operating room procedures. These are properly classified under 

the Tariff Schedules of the United States (19 use 1202) by the 

U.S. Customs Service as products of reinforced paper, composed 

55% of wood pulp and 45% of polyester binder.
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We oppose the legislation as contrary to public policy 

and as having an adverse impact on the business and employees 

of Surgikos in Texas.

This bill, if enacted, would create a new tariff item to 

be inserted in the Appendix to the Tariff Schedules of the 

United states (TSUS) , with duty at the Column 1 rate of 5.6 

percent ad valorem, covering bonded fiber fabric disposable 

gowns for use in surgical procedures, of man-made fibers, and 

bonded fiber fabric disposable surgical drapes, of man-made 

fibers. Materials in the form of gowns similar to those 

described in the bill and designed for the same use are 

presently classified as textile items of non-woven disposable 

apparel designed for use in hospitals, clinics, laboratories, 

or contaminated areas in items 379.96 and 383.-92, TSUS, at a 

duty rate of 16 cents a pound, plus 24% ad valorem. Surgical 

drapes of textiles are now dutiable at the rate of 16 cents a 

pound plus 13% ad valorem in item 389.62, TSUS. We understand 

that the products to be covered, although disposable, are made 

100% of polypropylene which is most emphatically not 

biodegradable and for that reason will present problems in 

waste treatment.

The existing classification for products of reinforced 

paper has been established in accordance with all the 

safeguards of the applicable provisions of the Tariff 

Schedules. As such, it provides a standard of certainty for
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iraporters and other businessmen who are able to make their 

business judgments based upon known and accepted standards, 

procedures, and rules established in current law. In addition, 

our products, composed 55% of wood pulp and 45% of polyester, 

are byproducts of a chemical reaction and are fully 

biodegradable within a short period of time. They thus do not 

present waste disposal problems.

The recent multilateral trade negotiations, conducted 

under the auspices of the General Agreement on Tariffs and 

Trade (GATT), have involved negotiations by all the members of 

the GATT, including the United States. The participants have 

agreed to virtually universal and uniform tariff treatment of 

products imported into the member countries. These 

negotiations, in effect, have created a carefully balanced and 

mutually interdependent system in which each part bears a 

purposefully measured relationship to the whole. One of the 

programs which has developed out of the GATT is known as the 

Generalized System of Preferences (GSP) which is designed to 

assist beneficiary developing nations by granting tariff 

preferences on selected products incident to importations into 

the participating developed countries, including the United 

States.

The United States has adopted the GSP in P.L. 93-618 

approved January 3, 1975 (19 U.S.C. 2461 et seq.). Under the 

provisions of that law, the President is required to designate

28-805 O - 84 - 7
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the articles which may be admitted to the United States duty 

free under the GSP program but he is specifically precluded 

from designating certain articles which the Congress has 

determined are import-sensitive. The first category of such 

import-sensitive articles is textile and apparel articles which 

are subject to textile agreements. For this reason, none of 

the TSUS items cited in the bill is designated as a duty-free 

GSP textile item. Further, the United States is a signatory to 

the multi-fiber arrangement for textile products which would be 

adversely affected by this amendment.

Legislative action at this time to reduce the duty on 

textile articles without considering the usual concessions 

available through negotiations at the GATT or with our trading 

partners, as in the multi-fiber arrangement, would upset the 

delicate balance achieved through previous negoitations and be 

contrary to the "hands off" policy for textile items legislated 

by the Congress.

It has been asserted by the proponents of the legislation 

that somehow the enactment of this legislation will assist in 

the containment of the costs of health care. The statement of 

May 10, 1983, submitted by the supplier of the paper product to 

Surgikos, E.I. du Pont de Nemours and Company, to the 

Subcommittee on Trade of the House Ways and Means Committee in 

opposition to the enactment of the predecessor bill on this 

subject, H.R. 1226, said that such a claim is dembnstrably 

without merit. To quote the du Pont statement:



93

-5-

Finally, and perhaps regrettably, passage of H.R. 
1226 will have no appreciable impact on cost of 
health care. The sales price of disposable 
surgical gowns and drapes cannot be arbitrarily 
set by producers of these items. This is so 
because the greatest volume of surgical gowns and 
drapes used in U.S. hospitals is composed of 
reusable cotton gowns and drapes which are 
laundered by the hospitals themselves or outside 
linen services. Margins for all disposables are 
constrained by the cost of using reusable 
products in the same end uses. Thus, H.R. 1226 
will have little effect on cost of health care.

Du Pont has supported efforts of the United 
States Government to maintain an adequate duty 
structure on textile products. We believe 
adoption of H.R. 1226 would tend to undermine the 
textile program by basing classification of an 
imported textile item on its intended use rather 
than its nature as a textile product. 
Use-related tariff provisions have always been 
difficult to monitor and the one suggested in 
H.R. 1226 will be no exception.

All these reasons militate against the enactment of 

legislation which would make a specific exception for certain 

textile materials without the usual safeguards of study of the 

impact of the proposal and negotiation of arrangements with 

other countries. Further, the proposal, although of immediate 

benefit to one company, is drawn in general terms. If enacted, 

it would open the door to imports of textile products at a very 

low duty rate for the use described from any country entitled 

to most-favored-nation treatment, thus clearing the way for 

further competition from any number of sources for our already 

beleagured textile industry.
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The Congress has provided a statutory mechanism under 

which individual changes in the Tariff Schedules may be made 

after studies of the effect on domestic industries, following 

the necessary investigation by the International Trade 

Commission, review by the U.S. Trade Representative, and 

'approval by the President. Such a study can and does include 

consideration of all relevant factors, economic and 

environmental, and the reciprocal benefits the United States 

might achieve in return for lowering the duty rate on any given 

item. Significantly, individual changes for specific products 

have recently been the subject ;of negotiations at the GATT by 

the U.S. Trade Representative, with appropriate trade-offs in 

which the United States receives a quid pro quo. This concept 

of reciprocity is sound, yet no such trade-off is, or can be, 

provided in this bill.

The wisdom of adhering to bilateral negotiations made 

only after study is apparent here, since a study of the effect 

of the proposed change would, we are quite confident, indicate 

a seriously adverse impact on both the economy and the 

environment.

In introducing the bill, the sponsor stated that the 

legislation is needed to remedy an inequity existing in the 

Tariff Schedules in that the duty applied to gowns and drapes 

made of paper was considerably less than the duty applicable to 

identical gowns and drapes made of bonded fabric.
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That statement seems to contradict itself in

distinguishing between the products, one being made of paper,

and one of bonded fabric, and at the same time in saying that

' the two are identical. They are not, as is manifest from the

statement itself.

The fact of the matter is that while the end use is 

similar, the products are not identical, one being made of 

reinforced paper and the other of bonded fabric. And again it 

is reitereated that our products are 55% of wood pulp and 45% 

of polyester. The statements to the contrary on the 

composition of the two products made in the House of 

Representatives are incorrect.

The classification of this product as reinforced paper by 

Customs has a legal presumption of correctness which is 

provided for in la"w. it is not only legally correct and 

presumed to be so, it- is also factually correct. The chief 

component of the Surgikos product is paper; the other product 

is indeed 100% of polypropylene, a man-made fiber.

Furthermore, it is important to note that very real 

difficulties in administration and enforcement result from a 

tariff imposed on end use rather than composition. The uses to 

which an ultimate consumer may put such products are difficult 

to monitor and are subject to abuse   laboratories or 

industrial setting are but two examples where competition with 

a domestic market could possibly be an unintended result.
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We urge opposition to this bill. It sidesteps the 

established procedures for orderly and equitable trade 

negotiations; it attempts to provide legislatively a remedy 

that has twice been denied administratively in Customs rulings 

and the asserted claim that it will lead to the containment of 

health care costs is without credibility and is not correct.
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Senator DANFORTH. Thank you.
Senator Bentsen.
Senator BENTSEN. Thank you very much, Mr. Chairman.
Mr. McGrevin, did I understand you to say that this will in no way 

change the competitiveness of the product? Is that what you stated?
Mr. McGREViN. No, sir. I believe that's what Mr. Saunders stated.
Senator BENTSEN. I see. That was not your statement, then.
Mr. McGREyiN. Senator, I believe what I said was, at this juncture 

we have a position that we have less than 5 percent market share—our 
company. We are paying in the range of three to five times more duty 
on equal products, similar products.

Senator BENTSEN. If you would just deal with the question I asked.
Mr. McGREViN. Yes, sir.
Senator BENTSEN. So you did not say that you think it will make 

you more competitive ?
Mr. MCGREVIN. I'm sorry, sir. It will enable us to be more competi 

tive, yes; it will change our competitive situation, which now we are 
at a distinct disadvantage.

Senator BENTSEN. Now let me ask you, sir: You were talking about 
1,400 employees in the State I represent ?

Mr. SAUNDERS. Yes, sir.
Senator BENTSEN. Those are located in Arlington and El Paso ?
Mr. SAUNDERS. Yes, sir; that is correct.
Senator BENTSEN. And how are they divided up in that regard ?
Mr. SAUNDERS. Approximately 700 to 800 in Arlington and almost 

the balance of that in the El Paso area.
Senator BENTSEN. The problem we have down there, with the de 

valuation of the peso is that you have some of the highest unemploy 
ment in the United States on the Texas-Mexican border.

Mr. SAUNDERS. Yes, sir.
Senator BENTSEN. So obviously it is a matter of concern to me if it 

means something that lets an outside product come in and be more 
competitive, and the further exportation of jobs.

I am also concerned about the fact that this rate of duty on these 
products has been negotiated and bound in GATT. I was a part of 
that process. And I don't dismiss the idea that we give them a fur 
ther concession without getting anything in return. I have long felt 
that any time we do something like that it ought to be, to the extent 
we can, a bilateral situation.

Mr. McGREViN. Senator, may I just state that we agree with you on 
that, and as an effort, as a part of our compromise over the last 2 years 
in trying to narrow this bill, we did attempt to go to the appropriate 
parties. And as I stated in my previous statement, they simply came 
back and said that they didn't feel it was a significant enough issue to 
take on. We would have preferred to do that ourselves, but they just 
didn't give us that opportunity, and we had to go the legislative 
process.

Senator BENTSEN. Thank you very much, Mr. Chairman.
Senator DANFORTH. Thank you, Senator Bentsen.
Gentlemen, thank you very much.
Mr. MCGREVIN. Thank you, Senator.
Mr. SAUNDERS. Thank you.
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Senator DANFORTH. The next bill is S. 230: Mr. O'Dell, Mr. Con- 
naughton, and Mr. Datt. 

Again, 5 minutes to a side. 
Mr. O'Dell. 
Mr. O'DELL. Thank you, sir.

STATEMENT OF WILLIAM R. O'DELL, WELLINGTON PTJKITAN 
MILLS, MADISON, GA., REPRESENTING THE CORDAGE INSTITUTE

Mr. O'DELL. Mr. Chairman and members of the committee, my 
name is Bill O'Dell. I am president of Wellington Industries, current 
president of the Georgia Textile Manufacturers Association, and past 
president of the Cordage Institute, in whose behalf I appear today. I 
am here to testify in favor of Senate bill 230.

The Cordage Institute is a trade association of manufacturers of 
natural and manmade cordage products. The members manufacture all 
sizes and types of cordage products from twine used to wrap small 
packages to hawsers to tie up the Nation's largest ships.

For the most part, the members are small businesses. The industry 
employs approximately 3,500 highly productive employees.

The domestic cordage industry has been able to stay competitive 
in large part with foreign imports because Congress has, through its 
tariff schedules of the United States, prevented foreign manufacturers 
from dumping their products into the U.S. market without compen 
sating duties of tariffs.

Some importers, however, have found ways to circumvent the intent 
of Congress. Synthetic cordage products imported into the country 
come in or should come in under U.S. TSUS's 3.6.55 and 58. In June of 
1982, however, several members reported seeing imported cordage 
coming in under a basket category in the Tariff Schedule item 774.5595 
as "Articles not Specifically Provided for, Rubber or Plastic: Other." 
Upon investigation, we found out that the U.S. Customs Service had 
made a ruling on the manuf acturnig process of cordage products that 
has no practical effect on the end product but does disqualify that 
product as "cordage" under the definition contained in the Tariff 
Schedule.

Cordage manufactured from material which falls within the dimen 
sional requirements of a "strip" is classified as "cordage." If the cord 
age is manufactured from a plastic material which is over 1 inch in 
width, such material ceases to be considered "textile fiber" and is con 
sidered "plastic," and is so classified under the Tariff Schedule. The 
result is that two imported polypropylene cordage products identical 
in characteristics and for end-use purposes are classified under differ 
ent Tariff Schedule categories at substantially different duty rates, 
merely because one product was manufactured from a material, a 
plastic, over 1 inch in width, and the other one of perhaps slightly 
under 1 inch. I passed up samples to you, and the obvious effect I 
think will be apparent to you.

The situation is further aggravated by the fact that the basket cate 
gory receives generalized system of preferences treatment, which means 
that imported cordage entered under the category from certain bene 
ficiary countries not only receive duty-free status but also it opens the 
doors to unlimited quantities of goods not subject to quotas.
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It is important to point out here, Mr. Chairman, that this is a fairly 
recent phenomenon. It was not until late 1981 that this loophole was 
discovered by agents of the South Koreans, and not until 1982 that 
we were able to observe the effects.

As recently as 1977 this basket category represented only $2.2 million 
in imports. In 1981, it jumped to $8 million; and in 1982 to $18 million; 
and if the current trend continues, in 1983 the imports will be $28 
million.

.We believe that this enormous quantity of polypropylene rope is 
included in these increased shipments. We also believe that the loop 
hole is being actively and aggressively exploited to the detriment of 
our domestic cordage industry, and in defiance to the will and intent 
of Congress.

As evidence that cordage products are coming in through the loop 
hole, I would cite two graphic comparisons: In 1982 the Republic of 
Korea agreed to limit shipments of polypropylene cordage products 
to this country to 3.5 million pounds. In fact, in 1982 they shipped into 
the country only 2,111,000 pounds, or only 60 percent of their quota. 
The reason very simply is because it came in duty free under the 
"basket" category.

In the same timeframe, domestic cordage sales decreased by 20 
percent.

Relief for our industry can be sought in two methods—by going 
the route of section 516 of the Tariff Act of 1930, and by legislation.

We have appealed under 516. Quite frankly, we don't have time for 
that to take action; the industry won't be in existence if that takes its 
normal course. S. 230 is our only expedient course.

After the institute testified before the House Ways and Means Sub 
committee on Trade in May of this year, a question was raised con 
cerning the possible incompatibility of language S. 230 with H.R. 
1624, the Tariff Schedule. After consultation with Federal agencies 
that raised this question, we believe that this legislation can be amend 
ed in a way that will satisfy both the requirements to close the loophole 
and also overcome the question raised by the agencies charged with 
administering the Tariff Schedules. A proposal of this amendment has 
been attached to our statement already issued.

Thank you, Senator.
Senator DANFORTH. Thank you, sir.
Mr. Connaughton, and Mr. Datt.
[Mr. William O'Dell's prepared statement follows:]
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THE CORDAGE INSTITUTE

WILLIAM R. O'DELL 

STATEMENT ON S. 230

The Cordage Institute is a trade association of manufacturers 

of natural and man-made fiber cordage products. Since its 

founding in 1920, the Cordage Institute has been the collective 

voice of this important industry. It has a history of service 

to the country and to the customers, distributors and manu 

facturers of cordage products made from natural and man-made 

fibers. The Institute has 22 regular members and 3 associate 

members located in 16 states. The members of the Cordage Insti 

tute manufacture all sizes and types of cordage products from 

twine used to wrap small packages to large hawsers used to tie 

up the nation's ships. For the most part, the members of the 

Cordage Institute are small businesses struggling to survive 

in a highly competitive and recessionary economy. The cordage 

industry has been resilient and flexible and has been able to 

meet the challenges of a volatile economy.

The 3500 workers in the cordage industry today are highly pro 

ductive. The U.S. Department of Commerce Census of Manufacturers 

has shown that the value added per employee in the U.S. cordage 

industry nearly doubled between 1967 and 1977. In terms of value 

added per production worker hour, the increase in productivity 

was over 120% during that same period. The strong positive find 

ing in this area helps to explain the domestic cordage industry's 

record of declining real prices and international competitiveness 

during the highly inflationary 1970's. Even in the face of
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increasing imports, the domestic cordage industry has been able 

to demonstrate its commitment, to remain competitive internation 

ally.

In part, the domestic cordage industry is able to stay competi 

tive because the Congress has, through the Tariff Schedules of 

the United States, prevented foreign manufacturers from dumping 

their products on the United States market without any compen 

sating duties or tariffs. The preservation of international 

price competition by the domestic cordage industry is in danger 

as are a substantial number of the domestic manufacturers because 

some importers have found a way to circumvent the intent of 

Congress to keep distribution and sales of cordage products in 

this country on a competitive basis.

The synthetic cordage products imported into this country come 

in, or should come in, under the cordage T.S.U.S. numbers of 

316.55, 316.58. In June of 1982, however, several members re 

ported seeing imported cordage products that were not coming in 

under the normal cordage T.S.U.S. numbers, but coming in under 

a basket category in the Tariff Schedules item 774.5595 as 

"Articles not Specifically Provided for, Rubber or Plastic: 

Other." Upon investigation, we found that the U.S. Customs 

Service had made a ruling on the manufacturing process of cordage 

products that has no practical effect on the end product, but 

does disqualify that product as cordage under the definition
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contained in the Tariff Schedule.

Cordage manufactured from plastic material which falls within 

the dimensional requirements of a "strip" is. classified as 

cordage. However, if the cordage is manufactured from plastic 

material over one inch in width, such material ceases to be 

considered as a textile fiber and is considered plastic and is 

so classified under the Tariff Schedule. The reason underlying 

this difference in classification is that the current definition 

of cordage as contained in Schedule 3 Part 2   Headnote l(a) 

restricts cordage to "...assemblages of textile fibers or yarns 

..." and therefore cannot be classified as cordage according to 

the Customs Service. Consequently, such cordage made from 

plastic material is classified by the Customs Service under 

Schedule 7 Part 12, Subpart D, Item 774.5595 as "Articles not 

Specially Provided for of Rubber or Plastic: Other." The re 

sult is that two identical importations of polypropylene cordage 

of identical characteristics and use are classified under dif 

fering Tariff Schedule categories at substantially different duty 

rates merely because one product was manufactured from plastic . 

material over one inch in width while the other was not.

Foreign manufacturers have taken full advantage of this dis 

crepancy in the Customs law. They have been certain that the 

cordage they produce for exportation to the United States is 

constructed of plastic material over one inch in width in order
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to enjoy the advantages of lower, or no duty and consequently 

to afford themselves an economic advantage over the domestic 

cordage industry. The situation is further aggravated by the 

fact that Item 774.5595 receives Generalized System of Prefer 

ences treatment, which means that importation of cordage entered 

under item 774.5595 from certain beneficiary countries receive 

duty-free status. Additionally, there are quota restrictions 

on cordage products entered under items 316.55, 316.58, but no 

quota restrictions under item 774.5595. Therefore, not only is 

the foreign manufacturer receiving the benefits of a lower duty 

or no duty from cordage made from plastic material entered under 

item 774.5595; he is also totally certain of no quota restrictions. 

It is important to point out here that this is a fairly recent 

phenomenon. It was not until late in 1981 that this loophole 

was discovered by agents of the South Koreans and not until 1982 

that we were able to observe the full effects.

We submitted to the United States Trade Representative an economic 

white paper that clearly showed the significant market disruption 

caused by unfettered importation of polypropylene cordage. The 

paper was prepared to provide information to the United States 

Trade Representative for their bilateral negotiations with the 

Republic of Korea in support of the Cordage Institute request for 

relief against the flood of imports from Korea of cordage products. 

The United States Trade Representative did negotiate a quota in 

the subject tariff items as a result of the Cordage Institute request.
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The paper demonstrated the precarious nature of the domestic 

industry in regard to the low price of foreign imports, a case 

that was convincing to the United States Trade Representative 

before it was known that competitive products were entering 

the United States duty-free through a loophole in the Tariff 

Schedule.

For previous years, as the following chart shows, this basket 

category represented only $2.2 million as recently as 1977. 

Even in 1981 the category represented only $8 million of im 

ports but then, in 1982, this category increased by almost two 

and one half times to over $18 million.

Valuation of T.S.U.S. Item 774.5595:

1977 $2,242,000

1978 $4,622,000

1979 $8,062,000

1980 $7,503,000

1981 $8,039,000

1982 $18,043,957

From our reading of the Journal of Commerce Weekly Import Bulletin, 

we believe that an enormous quantity of polypropylene rope is in 

cluded in these increased shipments. We also believe that the 

loophole is being actively and aggressively exploited to the 

detriment of our domestic cordage industry and in defiance of 

the will and intent of Congress and the United States Trade Rep 

resentative.
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As evidence that cordage products are coming in through this 

loophole we would cite two graphic comparisons:

In 1982, the Republic of Korea agreed to limit shipments of 

polypropylene cordage products to this country to 3,500,000 

pounds up from the 1, 885,059 pounds they shipped to this 

country in 1981. In fact, they exported to this country in 

1982 only 2,111,129 pounds under the cordage categories or 

only about 60 percent of their quota.

In 1982, the domestic cordage industry recorded a precipitous' 

drop in sales of polypropylene cordage to 16,421,200 pounds in 

1982 from 20,579,900 pounds in 1981; a decline of over 20% at 

a time when the economy was improving.

Relief for the cordage industry and the restoration of the full 

intent of Congress can be effected by two methods. One method 

is to file a petition, as described in section 516, Tariff Act 

of 1930, as amended (19 U.S.C. 1516) with the Customs Service 

to get them to change their ruling that we believe is a mis- 

classification. This we have done.

However, even if the Customs Service considered our petition on 

an expedited basis the absolute earliest we could look forward 

to relief, given the statutory time required for comment periods 

and economic impact statements, would be 9 months and it could 

run 12 to 18 months. Such delay would be disastrous to the 

cordage industry, and could mean the demise of some of our member



106

The fastest way to reinstate congressional intent, we believe, 

is through legislation. Our bill, S. 230, and its companion 

legislation, H.R. 1624, is really very simple in its application; 

it'would remove the distinction between identical pieces of 

cordage whose only difference is a minor change in method of 

manufacture. It would permit the Customs Service to look at 

a piece of 3/16 inch rope and say, "That's a piece of rope" with 

out sending it off to the laboratory to find out whether or not 

it had been made out of strips greater or less than one inch 

in width. By their own admission, the Customs Service has said 

that "...it is quite difficult to determine the exact original 

width of a strip after it has been fully fibrillated..."

We realize that there are many distinctions in the Tariff 

Schedules between products and that definitions serve a purpose 

in determining the value of a product for tariff purposes. For 

instance, extra ornamentation or an added finish can change the 

value of a product and it could logically be classified under 

a different item number that reflects that changed value. But 

the definition of the product itself would not be changed. Add 

ing ornamentation to a shirt might change the value of the shirt 

but it would still be called a shirt. The effect of the current 

law is to say that, because of its method of manufacture, a 

piece of rope is, in fact, not rope. We believe that circum 

stance is neither reasonable, nor logical, nor the intent of 

Congress.
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S. 230 does not reclassify an item from one category in the 

Tariff Schedule to another, it merely ensures that all cordage 

products intended by Congress to come into this country under 

certain item numbers in the Tariff Schedules will do just that. 

We have the simple belief that if the Congress intended one 

piece of rope imported into this country to fall under certain 

cordage item numbers in the Tariff Schedule, they intended every 

piece of rope to fall under cordage items in the Tariff Schedule.

After the Institute testified before the House Ways & Means 

Subcommittee on Trade in May of this year, a question was raised 

concerning the possible incompatibility of the language in S. 230 

and H.R. 1624 with the Tariff Schedules. After consultation 

with the federal agencies that raised this question, we believe 

that this legislation can be amended in a way that will satisfy 

both the requirement to close the loophole and also overcome the 

question raised by the agencies charged with administering the 

Tariff Schedules. Attached is the proposed amendment.

At present, this problem is an immediate one for the Cordage 

Institute and all manufacturers of cordage products. If this 

loophole, is left open, however, we believe that foreign manu 

facturers will not only continue to make cordage products from 

plastic strips a little wider than an inch, but that it is en 

tirely possible that they will be making woven fabrics as well. 

There is clearly the technology available to make woven plastic 

seatcovers or tarpaulins or other items that are generally believei

28-805 0-84-8
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to be textile products out of these plastic strips wider than 

an inch. Because this is a clear and present danger, we have 

the support of the Man-Made Fiber Producers Association and the 

American Textile Manufacturers Institute behind this bill.

It is interesting to note that shortly after the bill was ori 

ginally introduced in the 97th Congress in September, 1982, a 

great deal of misinformation was circulated about the adverse 

economic effects of this bill on the farmers. I would hasten 

to point out that in fact, the only adverse consequences suf 

fered by the American farmer will be if this bill is not passed.

In 1982, the amount of baler twine that was shipped within this 

country (according to the Textile Economic Bureau) was 166 million 

pounds. Of that 166 million pounds, 145 million pounds was sisal 

baler twine, a natural fiber twine that is imported into this 

country from Brazil, Mexico and some East African countries 

without quota and without duty. That represents 86% of all the 

baler twine that is used in this country. The remaining 21 

million pounds, or 14% is plastic or polypropylene twine, vir 

tually all of which is made in this country   domestically pro 

duced.

Historically, there has been a 20% price differential between 

sisal or natural fiber twine and plastic twine, with the plastic 

twine being less expensive. Since there is currently an insig 

nificant amount of plastic baler twine being imported into this
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country, this bill would have a negligible effect on the price 

of plastic baler twine and, of course, it would have no effect 

whatsoever on the status of the imported sisal twine. Moreover, 

we would submit that if this bill is not passed and, as a result, 

manufacturers of baler twine go out of business because they 

cannot compete with their other products as long as this loop 

hole stays open, then the American farmer will be at the mercy 

of a foreign cartel for his sisal baler twine and, if plastic 

baler twine is imported, he will be at the mercy of one or 

possibly two importers.

We believe, without fear of successful contradiction, the dom 

estic baler twine manufacturers in this country are having a 

moderating effect on the price of all baler twine.

In summary, Mr. Chairman and members of the Committee, we im 

plore you to report S. 230 quickly and close this loophole that 

is rapidly destroying the ability of the domestic rope manu 

facturers to survive.
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An amendment to S.230

Section 1. Part 1-E of Schedule 3 of the Tariff Schedules 

of the United States is amended-

(1) by deleting "each of which consists" in headnote 

3(c) and inserting in lieu thereof, "and fibrillated or 

fibrillating strips of any dimension which consists, after 

fibrillation in the case of strips," and;

(2) by inserting the headnote 3(d), following the 

word "embraces,' the terms "non-fibrillated or non- 

fibrillating."
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Technical Amendment to H.R. 1624

The amendment to H.R. 1624 is a technical amendment that 

clarifies the definition of a plexiform filament in Part 1 E of 

Schedule 3 of the Tariff Schedules of the United States, rather 

than amending the headnotes in Part 1 E. Currently, the U.S. 

Customs Service has interpreted the language in such a way that 

the definition of "plexiform filaments" is combined with the 

definition for "strips" so that plexiform filaments derived from 

fibrillatable strips of over one inch in width become a plastic 

item rather than a textile fiber.

In the instant case this interpretation of existing language 

by the Customs Service means that cordage products made from 

plexiform filaments derived from fibrillatable strips of one inch 

or less in width are imported into this country under the cordage 

category in the Tariff Schedule, while cordage products made from 

plexiform filaments derived from fibrillatable strips wider than 

one inch are considered plastic under this interpretation and come 

in under the basket category of 774.55: "Articles not specially 

.provided for, of rubber or plastic: Other."

In fact, the Tariff Schedules did not contemplate a width 

limitation on fibrillatable strips of plexiform filaments. The 

clear distinction between "plexiform filaments" and "strips" is 

that a plexiform filament is capable of being fibrillated whereas 

a strip is not capable of being fibrillated.
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Headnote 3(c) would now read:

(c) the term "plexiform filaments" embraces flexible 

filaments and fibrillated or fibrillating strips of any 

dimension which consists, after fibrillation in the case 

of strips, of a network or plexus of fine fibers and which 

are suitable for the manufacture of textiles.

Headnote 3(d) would now read:

(d) the term "strips" embraces non-fibrillated or non- 

fibrillating strips (including strips of laminated 

construction), whether or not folded lengthwise, twisted, 

or crimped, which in unfolded, untwisted, and uncripmed 

condition are over 0.06 inch but not over one inch in width 

and are not over ,0.01 inch in thickness;
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TARIFF SCHEDULES OF THE UNITED STATES ANNOTATED (1BB!)

SCHEDULE 1. • TEXTILE FIBERS AMD TEXTILE PRODUCTS 
Part 1. - Textile Fibers and Wastes; Yarns and Threads
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STATEMENT OF THOMAS A. CONNAUGHTON, PARTNER, BAYH, TAB- 
BERT & CAPEHART, WASHINGTON, B.C., ON BEHALF OF FRANK 
W. WINNE & SON, INC., PHILADELPHIA, PA.
Mr. CONNAUGHTON. My name is Thomas Connaughton. I am coun 

sel for Frank W. Winne & Son, Inc., of Philadelphia. Winne is a 
distributor of all types of imported and domestic binding and tying 
materials.

We welcome the opportunity to state our opposition to this legis 
lation, and I think I can summarize it very quickly for the committee.

First, Mr. Chairman, a domestic interested party petition.has been 
filed at Customs. There is an administrative proceeding going on 
which addresses the concerns of the industry. We believe it would 
be unwise to enact what we consider to be far-reaching legislation 
while this administrative proceeding is under consideration.

Second, the plastic materials affected by S. 230 are bound items 
under GATT. If the bill is enacted, compensation would be required 
to those nations which export the material to the United States.

Third, Mr. Chairman, the legislation would adversely affect im 
portant segments of the U.S. economy, particularly agriculture, 
marine, and fishing interests, which consume the largest quantities 
of plastic tying materials. The cost of these materials will increase 
approximately 20 cents per pound if S. 230 is enacted and a 25-30 
percent duty is placed on these products.

Further, Mr. Chairman, we disagree with the proponents of this 
bill on the merits of the tariff question in general. This is not a "loop 
hole." There has been a longstanding precedent to divide plastics 
from textiles based on objective physical criteria rather than use.

Certain materials are plastics, no matter how they are used. The 
Tariff Commission and Congress examined and has specifically re 
jected use tests which were suggested by American industry over 20 
years ago. Enactment of S. 230 would overrule this well reasoned 
precedent and render the Tariff Schedules confusing and inconsistent 
regarding these important distinctions between plastics and textiles.

Thank you, Mr. Chairman.
Senator DANFORTH. Thank you. sir.
[The prepared statement of Thomas A. Connaughton follows:]
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STATEMENT IN OPPOSITION TO S.230 

Pursuant to Press Release No. 83-173

Presented to the
Subcommittee on International Trade 

Committee on Finance 
United States Senate

by

Thomas A. Connaughton, Counsel 
for Frank W. Winne & Son, Inc.

October 21, 1983

Thomas A. Connaughton, Esquire 
Bayh, Tabbert & Capehart 
1575 Eye Street, N.W., Suite 1025 
Washington, D.C. 20005
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SUMMARY

1. A Domestic Interested Party Petition has been filed with the 
Customs Service under 19 U.S.C. $1516 that addresses the alleged 
problems of the domestic cordage industry. Congress should not 
enact far-reaching legislation when administrative remedies are 
available-to the proponents of this bill.

2. The plastic materials affected by S.230 are bound items under 
GATT and if the bill is enacted compensation would be required to 
those nations which export the materials to the Dnited States.

3. The legislation would adversely affect important segments of 
the U.S. economy, particularly agricultural and marine interests 
which consume the largest quantities of plastic tying materials. 
The cost of these materials will increase approximately 20 cents 
per pound if S.230 is enacted.

4(a). S.230 would reclassify tying materials made from plastics as 
textile cordage, thereby subjecting them to very high duties based 
on the argument that the plastic materials are used for the same 
purposes as textile cordage.

4(b). The reclassification of plastic tying materials as textiles 
would upset the distinction between textiles and plastics which 
runs throughout the textile sections of the Tariff Schedules of the 
United States. This distinction is based on objective, physical 
criteria. The "use" criteria which is embodied in S.230 was spec 
ifically rejected over twenty years ago and has been rejected by 
most trading nations of the world.

5. If S.230 is enacted, imports of these plastic materials from 
Korea would be prohibited under the strict quotas set out for tex 
tile cordage under the bilateral agreement signed December 1, 1982 
with that country. Since this result could not have been contem 
plated at the time the agreement was negotiated, renegotiation 
would probably be required.
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STATEMENT

Our firm represents Frank W. Winne and Son, Inc. Winne is a 

distributor of all types of imported and domestic binding 

materials, .'including rope, twine, wire and tape.

We are grateful for the opportunity to present this statement 

in opposition to S.230 on behalf of Frank W. Winne & Son, Inc. as 

requested in Press Release No. 83-173. We believe that enactment 

of S.230 would be unwise, and we respectfully urge the Subcommittee 

to reject this bill.

As we understand it, to support the need for S.230, the 

domestic cordage industry has presented an argument that Congress 

unwittingly left a loophole in the textile provisions of the Tariff 

Schedules when it excluded certain plastic materials from the 

definitions of textile fibers. Congress never envisioned, the 

industry contends, that polypropylene strips over one inch in width 

might be used in a way which would compete with traditional textile 

materials. Therefore, the definition of cordage should be changed 

to include any products made from plastic materials which can be 

used in a similar manner as textile cordage.

Our research leads us to a >very different conclusion. The 

debate regarding the classification of manmade fibers began with 

their introduction into commerce over a half-century ago. Domestic 

manufacturers .have consistently pressed for tariff classification
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which would include as textiles any materials which could be used
" v»r-

for textile purposes. However, Congress and Federal agencies have 

rejectea this subjective approach. Instead, an objective standard 

to divide plastics and textiles, based upon physical character 

istics and -dimensions, was established and refined after long and 

careful study. The one inch limitation on strips dates back to 

1930 (see_ Appendix A), and despite suggestions from the domestic 

industry to substitute a subjective use standard, has remained in 

U.S. law as a reasonable dividing line between textiles and 

plastics. At the Tariff Commission hearings in 1958 concerning 

creation of the Tariff Schedules, the domestic industry argued 

strenuously that strips larger than one inch in width and mono- 

filaments larger than 1/16 inch were being used for textile 

purposes and that the new schedules should establish a use standard 

or, at the very least, increase the sizes set out in the objective 

standards. Though recognizing fully that some manmade fibers 

classified as plastics would be used for textile purposes, the 

Tariff Commission rejected the subjective approach and its 

recommendations were enacted by Congress in 1962.

The attached excerpts from the Tariff Commission's Tariff 

Classification Study illustrate the classification difficulties 

which manmade fibers posed, and the views on how to overcome these 

problems. In the Explanatory Notes to Subpart E, Part 1, Schedule 

3, of the Tariff Classification Study the Commission stated:

The problem of providing for man-made fibers is 
twofold: (1) they must be deli.neated in terms of
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the materials of which they are made, and (2) they 
must be described in terms of their physical form 

.' and dimension. This problem is unique with man-made 
' > fibers"UnliKe natural textile fibers, the materials 

and physical form of man-made fibers, as their name 
implies, are completely within the control of man. 
The ability to control fiber size has given broader 
scope to the textiles concept and has opened up new 
uses for textile fibers for which natural textile 
fibers are unsuited.

5 Tariff Classification Study, Proposed Revised Tariff Schedules of 

the United States, 44 (1960), (hereinafter "Tariff Classification 

Study"), (emphasis supplied).

The Commission, in attempting to solve these problems, 

proposed specific objective definitions of manmade fibers for 

Schedule 3, and provided a special note to proposed Part 12 of. 

Schedule 7 (plastics) which reads:

Special Note for Part 12:

Among other products, part 12 includes certain 
monofilaments and strips not covered by provisions of 
part 1E of schedule 3 and articles of such products not 
covered by the provisions for articles of "man-made 
fibers" in schedule 3 or elsewhere in schedule 7. At 
present, it is contemplated that the definition for 
"man-made fibers" set forth in part IE as originally 
published will be modified in certain respects to insure 
that, to the extent feasible, its application will be 
confined to textile products. In line with this purpose, 
it is proposed, among other things, to restrict the 
coverage of the term, "man-made fibers",insofar as 
filaments are concerned, to filaments,regardless of 
cross-sectional configuration,whether singles or 
grouped, whether continuous or rtoncontinuous, which are 
not over 1/16 inch in maximum diameter, and insofar as 
strips are concerned, to strips, whether or not 
laminated, folded, or twisted, and whether continuous or 
noncontinuous, which in flat, unfolded condition are over 
1/16 inch but not over 1 inch in width and not over 0.01 
inch in thickness.

9 Tariff Classification Study at 569 (emphasis supplied).
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These proposed dividing lines were discussed at length at the 

Tariff Commission's hearings and in written comments filed with the
_«.>

Commission. The Man-Made Fiber Producers Association, in testimony 

before the Commission, argued that a manmade fiber should be 

classified ;as a textile fiber "regardless of its dimension" and 

that the proposed dimensional limits on manmade fibers would result 

in the textiles being classifed as plastics. 5 Tariff 

Classification Study at 432, See Appendix B. The Association 

wanted fiber material classified under the manmade fiber schedule 

without reference to the material's dimension, but noted that if 

dividing lines were to be drawn, the proposals of 1/16 inch and one 

inch for monofilaments and strips, respectively, were too small. 

Id.

Similarly, DuPont, while stating that "certain arbitrary 

delineations of measurements may be desirable" suggested that the 

proposed dimensional restrictions were too small. 5 Tariff Class 

ification Study at 591, See Appendix C. Like the Association, 

DuPont was in favor of including as much manmade material as 

possible under Schedule 3.

The Commission's thinking on the issue is evident from the 

excerpts from the Tariff Classification Study attached as Appendix 

D. Mr. Russell Shewmaker, Assistant Legal Counsel, U.S. Tariff 

Commission, noted that a physical description of the material has 

an element of arbitrariness, but provides certainty and solves the 

problems a use provision would produce. .Mr. Shewmaker indicated
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that the Commission has tried to limit the definition of manmade 

textile 'fibers to those which have the characteristics of 

traditional natural fibers, and stated, in response to the 

Association's .comments, that the Commission's ~

/..effort is, one of giving substance to the term, [man- 
made,fiber] a greater clarity, such as you get from a 
conception of physical dimension, and cannot get from one 
where you are constantly confronted with chief use, or 
'same other use' conception.

We are trying to get this into an objective 
schedule, that will not have these subsidiary problems.

5 Tariff Classification Study at 438, See Appendix D.

After receipt of testimony and written comments on its 

proposals, the Tariff Commission agreed to make certain changes, 

including distinguishing between monofilaments and strips and 

creating a separate provision for plexiform filaments. However, 

the Commission, and ultimately Congress, did not modify the 

dimensional dividing lines between manmade fibers and plastics.

Based on these materials, we believe that the Tariff 

Commission and Congress had a full understanding of the issues 

involved in dividing textile fibers from plastics and chose an 

objective standard knowing the consequences. Moreover, as 

indicated by the BIN'S means of distingusihing between plastics and 

textiles, most trading nations have approached this problem simi 

larly. Thus, we do not view S.230 as a bill to correct an 

unwitting technical error in the Tariff Schedules. Instead, it is 

a far-reaching substantive piece of legislation which would over 

turn 50 years of policy and set the D.S. apart from the rest of the



122

world, by including plastics under the Tariff Schedules' provisions 

for texfeU.es.
. & '

It should also be noted that if S.230 becomes law it will be 

necessary to renegotiate the bilateral agreement with Korea which 

was reached in<1982. Prank W. Winne has imported plastic tying

material classified under TSOS item 774.55 since 1981. Accord-.'
ingly; we "believe that the quotas provided for in the bilateral 

agreement reached in December, 1982 would have addressed such 

materials directly if it had been the intent to curtail these im 

ports. In this connection, we note that a white paper submitted by 

the Cordage Institute in connection with the negotiation of the 

U.S.-Korean bilateral agreement discusses only imports classified 

under the textile provisions of the TSUS. Further, the quotas on 

cordage set out in the agreement are consistent with the pattern of 

trade in textile cordage from Korea over the last several years. 

The quota limits do not include plastic materials and nothing in 

the agreement addresses such materials. Yet, if S.230 was enacted, 

a substantial portion of trade in these plastics would be pro 

hibited by the quotas negotiated under the bilateral agreement with 

Korea.

To conclude, we see significant consequences if this legis 

lation is passed. The Tariff Schedules of the U.S. will be un 

necessarily confused as textiles and plastics are intermingled 

despite 50 years' of precedent to the contrary. There will be rami 

fications under GATT, and our bilateral agreement with Korea will 

be affected.
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The legislation would also adversely affect important segments 

of the U'.'s. economy. If the legislation is enacted, farmers and
A>

maritime interests will be denied an alternative to textile cordage 

which enhances competition and lowers costs. This is a high price 

to placate :a domestic industry, particularly since imports of the 

product, we bel'ieve, affect only slightly more than one percent of 

the U.S. cordage market.

Finally, the domestic industry has filed a Domestic Interested 

Party Petition with the Customs Service under 19 U.S.C. S1516 that, 

we understand, addresses the industry's alleged problem. It seems 

to us that Customs can more properly address the concerns of the 

industry. Far-reaching legislation is not the answer.

Thank you very much for the opportunity to present our views 

on this very important legislation. We hope that the Subcommittee 

will examine the bill carefully and come to the conclusion that it 

should not be enacted.

28-805 0-84-9
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APPENDIX A . '

Comparative Print of^H.R.2667 as^Pesseo by the House 
and the Tariff Act of 1922, E.Doc., No. 23, 71st 
Congress, 1st Session, 91(1929)



125

centum ad- valorem.
PA*. JSOS. [TAE. 1213. • • • yarns made from artificial silk 

waste, if singles. 25 cents per pound: if advanced beyond the condi 
tion of singles by grouping or twisting two or more yarns together, 
SO cents' per. pound; * \* • but none of the foregoing 
yarns, • • • shall pay * less rate of duty tban 45 per centum 
»d valorem.} Sjnw rayon yarn+10 ccntt per pound, and. in- addition, 
if singles, J5 per centum ad valorem, if plied, $0 per ccntvin ad 
valorem,

Pf» JS04. Rayon yam pvt up for handwork, and rayon tewing 
thread, 55 per centum ad valorem* but not lest tlicJi j-5 centt per 
pound.

PJA. 2305. C?AB. 1213. •' • * products of cellulose, not com- 
pounded. whether known as vises., cellophane, or by any other name, 
sodi as are ordinarily used in braiding or wearing and in imitation 
of silk. straw, or similar substances. 55 cents per pound: but none of 
the foregoing * * " products of cellulose shall pay a Jess rate of 
dnty than 45 per centum ad valorem.] Rayon in bandt or ttripe net 
esceediito one inch in width, ratable for the manufacture of tesl&et. 
40 per centum od valorem., but not 2e<£ than j£ eent-t per perund.

Pit. JS06. C?AR. 1213. • * • fabrics • • • composed wholly 
or in chief value of any of the foregoing. 45 cents per pound and 60 
per centum od valorem.} Tfeven fabrict in the piece, wholly or in 
chief value of rayon, not tpcciaVy provided for. ±5 centt per 
erid CO per centum ad valorem.. or«i in addit-Lon. if 
10 per ctnivm od valorem.

P<u. 1307. CPAS. 1213. • « " fabrics and articles composed 
wholly or in chief ralue of any of the foregoing, 45 cents per pound 
and 60 per centum ad valorem.} PiLe fairies (including p3* nfc- 
ionsj. whether or not the pile covert the entire ntrfacc. whofly or in 
thief value of rayon.' and oTL criicZei, finithed or unfinished, made or 
eat from- tveh pHe fabrics. £5 cenit per pound, ard^in addition, if 
the pile is wholly cut or vhoUy uncut. 60 per centum, ad valorem, 
if the put, is partly cut, 65 per centum, ad valorem.

PA.&. 1S08. CP^E. 1213. ' • • ribbons, and other fabrics and 
articles composed wholly or in chief value of any of the foregoing. 45 
cents per pound and CO per centum ad valorem!} Fabrict. vnih fatt 
edpet, not exceeding twelve inchet in width, and articUt made there 
from; tubinot, oarlert, suspendert, bracet, cordt, tatselt, and cord* 
and tasielt; oH tht foreooino wholly or in chief value of rayon or of 
rayon a.nd india rubber, and not epeciaZly provided for, JfS cento per 
perund and CO per centum, ad> valorem, and, in addition, if 

. f-cured, JO per 'centum ad. valorem.
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APPENDIX B

Excerpts from the "Testimony of Mr. E.L. Stewart, 
Representing the Man-Kade Fiber Producers Association* 
5 Tariff Classification Study, 430 and "Statement of 
the Kan-Made Fiber Producers Association to the U.S. 
Tariff Commission in Regard to Part 12 of Schedule 7 
of the Proposed Revised and Consolidated Tariff 
Schedules", 9 Tariff Classification Study, 868.
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When. lb«r«'f«l». y«u wi'MNiik'- i" nmkf * >urii>MMi t»-iw«r:i tiai.-rial* in 
ilif tnrui of u rtl"t ami VIHI KM- lit l««ili .livWmf 'If 1rrmli»«l'nr.v "tu-ii- rt»aii<«!ii~ 
itml "8l«»r." y«u 'tun* >-nitu«i>«i iiiiii-ml «{ retiring it.

Hui «••• Imvr n ii»«irr IIH»|MIII»IIIIII| tliflM-cjly Hilli y"-ir |in>i«<ail W. •>• • '
•J«r«nely iliat uiiy iiuiirri.-it in >'.irin tv-nh.r «f l**hic • -<ii«l « 3I«T. -: • u:-i«*'i 
I" l*-i«5 r«ll««t liy rlir limn- "iJI-.t." m— ii»«rilT WHO i«ir«- I|H— nr"t«Tl:—•if pliability. Ktniinh. nml i-sirrim- li«netli to rrlail-* Ui rr-WK Mx-tiua, *> that 
li mil \tf uw<l in U'Xiil* ••|«Tjiii«wtf.-. 

J t. ' t he rtif nrr . run »M^IHII»T i tnmrrtiil f«l>e<l « «>»*T v«nhy nf Mnr.it
it* .

thai tbf irm»irT»f 'vti» iirinp« it in him in mind.
U T'lnr o6M-tiv« iv ivalty n« yon «iy. ami 1 dm «ir» that y«n nr« iiuklat AH .»!Tnrt tn iint MI) |>)i»:h th»« «>l«>«nivr— If y.mr ii.ieuii.-n t> 10 r**^rv* f«ir th» mminMilf rtlirr ««-bf»lnlt«is ii>xti>>* ariir)*^. ih» iTiiwria »iiii-ii 

yno VJT .•]>."'<? "-ill n»t ucfiniiilUh that.
A tTf»siki>w>i.injil riiiii'-iKi-'ii uf iin*>«ixii*ntb «f »n iii.-h iu Uiai«-t-r *';il hi- 

inipy lituri-- rtr**rvrdiy <•»!)*<) tilwr. brciion* tif tl»fir ^uitanUitv f-r Vi:!?.- vhicb to fnrt »n- mart* nnfl hr>««rbt int" ihi* •••icutry l*v •.'<r.'.-.-\\llr -i>w. the -ifbt-r band. iun-«)ri»rn"tb "' m> inrb will iil»aii U||->T in.ii«»rii!l 10 gi-j 
it KiiiiaiiK-Tor u*yii)«- DM-, aim •*•:;>» n-u <*• I"-

lire pmr roTTn-itiiBim-nn In ilim>n<inni thiit f*rv*4 * «.jyt«srutfc -if an
«T3irj.hilirT fu; • nf* in ifrtilf 'it»r«ri»iti>. wbirb ur* nrrunllr niidiur u«* ID i«-xtil»

»ot «nly «ri)i the i/iO-lnrh OifiiHnr Hoe, not exclude lr«in> the iuau-iuai)r nh«r K-briiil* *p*flnr »)i|ilimtinn< which art nunicvtJlc. it «nnU ))ui i»»" tb* n)!>«t>^ .ii-bxii bteir Timtrit)? irhich trt lyxtilr in acowitaf*' vciiii mat
likt to Khov you Matt exanpta at thif time. I KB taint to you <uibif iimtipu'iuK fiiaaeni. 10 oilU it diameter. That It )«««•• '.bus Msr.T.{,,urtb of an iarb tbirU. I onj r"in; to noree) * rvry lonr Imirrli "1

I thick; that yoo ran rradlly deirrmi&e. tor *oun«U that tbit mm trill wbi>-ti hiPl*.n« rn h« eyloc is crrulnlr )i)i»b)e. bay rxirrutt Irnrtb in rrutiun u> ii> vitltb. and bat tbf itOKilt ctreartb vbirh Utbaranerictit-nt cyiim.
Xlatrrial. moDofilaoeDt of this firtth, 10 mills, if o^pfl of fourv*. it> m»Uin« fabric. It b»|,[wD$ to hare a v«rr iaimrtAnt err is filter rlotb for bl-od ^lesaa.Nylon is rcrtrcially c-«x! /or thij bfcinw it d<*« nm list, it no U- nerilikrd »ltbout tOectiDf Its dlmrasional nabilitr or nther ttropvrtiK. Wblle tbU p&rScular sanple I* 6 mill*. It U a.)«o saade in the 10-aill riu tb«t vuu bavt before you.
'Sbon-inf tbf «*mj>)^n} th* 6-oiIU »l»e.|
Mr. STTW^J-. Kert it a type ol fabric n*«d for 81t*r iiurji1*** (i=bon-iur WBple), n~birb it made front ID-mill nylos Biut>»tilan>fBt. It it vnvrn jutt like cloth.
Before I pet into brarier applicatinna. The* of courte are tertlle ui-e of lO-mlll noiinfilatpent.
1 hare »oae lntere«ri&c articlr* or «a.nip)es t° Khn«' HI ynu of nootextilr :i)i|ili- catioD* of mODOfilamrnt In diacnKion*: that are >*vs tban 10 uiillK.
I don't know «*hat yonr enbetir juAcmest taay be. but thi> trie *-a« iiuidr np fur uae by actor* and tbat wirt 'if rbiuj. a&d That i* madt Irom nylon nionnriia- mem 3 uiillc in tbick-nm.
Tbt pertutne has nothinp tu do vltb the nylon.
("httinu«n RNOOEAKA. You ar* mire of that?
Coniniiw'ioner Rt•Tro^. J dun 1! h»llfvt thrt is any pt^funir nn thi* — tb«r» 

IK a little. •
Mr. STrw*irr. Tbk »Khinc l»*der. whicb y«n t^ntlMiien. I im ruir. are well ItniHer with. Is (I inllln ID tbirtcnnui. Thi« olirionicly i> 11 nnnt«xti)e n)>)ilini- tiim of nyloc.
f'bairzsan RKACKAIUI. V»n Wrier hold that in y<mr hand. 1 n-nulrl )« i»m|.i#<l 

to keep It.
Mr. STCv-iKT. I WBK riiin^ rn njien It. hnt lurkiuc ih»- ••h:ir>n-irri>:ti« >if dexterity nf e mtchmaker, I run't t*n ret it <ipen. Any*'«y. there It ie.
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pliability nnrt tpuull* Km-nriB truleb mak** tbc ftl«7 i)«*ful fur *ucb x |nirj"«.
Srrrrx) ii-mtexille »i)i|iU<ii limit of lllrr of thi* ilimi'L"<i.itt— 1 Illuvirait b>*rr 

ihi« fiinu. *ki lullln. U made fur it-niii* rarkrt trrintK. uml that i» H j>ut ui> f«r 
lentil* racket >nrin;« «rhlcb we nnjulrwl |lllurtrntlDr).

la a Mironrhat «ituil)er dlnM'nninn. rhi* «ag))i)r nf X'-mlll nylon fiber it HUM) 
f«ir liHtliulntuu crrlnri*. but nutlw it I* uliuply tint juirtirulur npjtllriuiiin of tihrr 
nr rtlajueut th>t bnwen* in be « ixmirxtDe ajiullratiOB, but doe* not ch&are 
the aarore of. the material.

Till* ttiinjile It a hunk nf nylon fiber ?R mtl)< In disneucioa. trbirb if nhort 
>a>*-«)rir?utb >if &a Inch, trbirb U Win: n**d IB that woven nr lirxiiirO b.wf 

• .Mpiili^nti.io. In ibU piinicnUar lenrtb and lonu it it nnilr op fir u«e a* the 
lirl*ilf< in rtr»*t«m-«*plnp mirhlDe^. Ho«-evfr, it sril) — thU- bnppfw i» l«e 
n.rlnD infl. tin- |"«B jiliHMf nf Hit' varK'ti»* »f nrlon. Imt juittcp th* «•«*«• with 
n'hlrh It U p<K<ctt>)f in kuot Uiif maifrial. <)fn>ou«rrnTjuc lit. plitiliilirr. .

Tlurt IK Iwinc iui)"irt*<3 Irons G*nnanT. nylon ril*>r UK mill* nf >h-.- n.Tl.ta i; 
x-aiifry. th* quit* Jiliflhlf rarJffT. hfliip «.«ld aim) f«ir rh^w verr bmrr duij 
drimlt «!*r*. bnt it i« nifflpH * imninilar lenpib of * nTlou filter «-b««*r <!• 
menM.ms iiiEtf it raitnhlr for thtil mmtpxrlle u«e.. hot <ln nut c-bnncr it* 
i-hnratn-ristint *f fiber.

Tlii» is n <«m)ile of po)rri»TUdiD«-bloride. or polrriBTlndine. I «i|irK>x*. if 
T.IH hMVf bncl »JIT chtrair*] trsiniac. whirh ] luren't— rilnrr. Tl»u it about 1-fl 
mill* wirte. «-birh in n llrtl* wirter thRO on^^irbtb 'if an inrb.

Tbif niaifrml. at you r«t. U Quite pliab)«. J trill Fbotr TOD «-bnt it U 
for.

Jt is ux*d for a wnv*n article. It if * «*at wiveriBC. Tbit is WOTMI us e 
n»t 'of rbU maieiinl. I exhibit E Mmple of voven niaterinl &>adt from rbr 
fiber just exblbited. irbicb if "tout 1+0 mills «-|el«-

.CnsttatffiintfT RIITON. S*»t fot-er for nntninobllf*?
Mr. STTVAKT. It muld be nred for rbat pcrpoee. It U a,)co oced *E »Mt 

"iver* IB trslDf, firrftcars. aad tbinps of thut ton.
I bare uot utber furs of fil>er to fihlblt. This it t wimple of t fiUmeut 

whicb is oiie-quener of B.D ineb trirte. Tbls U cellulow fiber wltb I cotton core. 
VTe may not «»rr*e tbat tbi« i* t tertilt aj-pliearlon. Tbf ptrticuler use oi tbi* 
IK IE Binp httrts. l>»c«n«e of l» bicb Bli*orptio» quE)ltift Tbe r*lln)"»e 
tt TOD ens *«f it hipbly cellular or rpo&r«-IU:e, but it is a tDEBnabe 
a>eat o»«-?u«rter of as locb wlrte.

Xm\-. rbe cbarsctfristiw of rhav u>tierial bfe b*»c tailored to t jmrrlcultr 
nonifrtile o»e. It U nerenbelew pof'ibl* to prodnee coatinooui lenptb of » 
fiberouR ssierjal t quarter nf en i»rb wide.

IB rbe c«*e nf the nerorsl fiber*, ntrure it*elf haj IrnrKwcd tbt limit* npon 
tbf pmr^rties tbat can be ai-blered t6d to £ frrtl ertent tbe unet to n-blrb tbe 
aatnra) fiber* PSB bp put.

Is tbe net ol cmnmabe fiber*. bo«-e»er, Ttriarioss of tbe pbrsict) propeniet. 
tbe fonr.. «od dimeniloti. tad pliability, tbe trusilt strenpib, tbe oiber ejutlities 
tbat are iaporta.at to fiber tise* tre ftirly aucb flthlo tbe eoDtrol of tain. It 
rectnc to be»e b«t this TerRaUllry of t)*e Mil! Tersarilitr In pbrsictl jiroperties 
vbkh bac led the ntE to tbe teattUre cooclusioa tbet tome dlridinf li&e it 
necessary.

^> propnse to snlimit t Trtrtea brief «-itfcio tbe time il)o«>d. I fe« fhst ny 
Um< bes more tbao nia out, BO U you will cite me just t few miantet 1 'Till brinf 
tbi« to a roacluKioc.

Tbf loot cod short of nur r>osltioc. wornire fiN-r pitterinl for trhtt It 1*. EBO^ 
tliotf t>' fit*"- »» pip.niciiTt. to be clasEineo — that it. maninabe poer tap nit- 
>aei) t f — tn t» ftn««lfi»<i onflrr tbe rnEaninde fibrr eebfdule.

l>n nn; urtemuttn arbirrzrr binoing une. M-CKIEC t oiTlprtles hT^xr terrlle'ape DoateTtilf whifh tve b»l>«>r* I* «'-«;ll n»?noryrr->t>>e ctano' r»» gcr»i»r«>^B« mn. 
ter TTbere TOO drt»r the lint. fSmHernmre. li tbe ift-hnolocy o? thit indayrry^ 
'Rbmrs Rayibisfu it shown that you cannot sbopt eriieria for the future tolely on 
tbe basif of todiey'f jirodocti. To drt^ ibe lipe ft ont-tirirfctfc uf an i 

PT\ f)HKnj»f» tifjrtf rteklpg.
If tbe OommiuinB ia it* T>-l^ciiini ferls (bet a dimensional 

Use is necessary to Injure tbat all nixnm:ii)r fibers find filaments, refarrilecs of 
tilUaate D»e in a particular case, be clarified under tbf tnaain.idf fiber schedule. 
Lbes «-e would not object We tblak you btre not met this objectfre it dre<ria.c 
tbe li&e at OBe-slrieeatb of ae Inch.
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- S72
i«-DU' resilient1}'. I»li»foiiHy. j«|iinnuliillry. lnm>r. exu-aiteMU* Tih.Twral nn|r:r::i>~. rlonriitlon. «Terp. tlumliiliiT. iH>n»tiiDiHty. .vu)iliu«l!liill1T. mid f>r<:rl'ii! iir«.)» 
rrtiew.

"Althtrarh tntm linrr* «r» tiwd In t)* >iuintifi"tnre "f fnbrlr* atul H-nhitic. they b«fe nnweroui! otWr »«e«. Fur ItmtntHv. the «>l«<rir>ral liuin<ar\ "U^it-tr.. tllvr* wlib hicb ln*nlnilnr <|un)liir« either luhvrroi In tin- ril«T« «r mil-wjiH-miy imparted to them. Other fiber* And application In tllllnr insure*..'..-. )il)i>m-<.-and life prenerrers. where MrhtweirbU re*l)le»fe. «nd • bnnyuncy »re r-<iuirt«l. Fiber*, wb »* <K;ool are twed In felt*. b*ni»«e they mat readily. Furtlwrni'in-. It U pn«*ible tn endow natural fiber* wlrb new properties «r t» rrente new mn»- n»arte flbrrn. Ctanienu. «nd yarw trblrh will ««•«• itji*rl»r paT^oeK. S«ni~ In-•cranm are blcb-tenariry myon for cord ttren. syton fur p«whnl»*. ai«l Hohhl- 
fll for life r&tu »nd pn^fn-ern."•It l» apparent, therefore, thut maemiidr 8her» po««e«* Ter<wiillty In » J'".it«t» <>n the "DP hnnd. there- i« rnn*ider»ble Tensntlllry In »h» pr-r—rri— . ani forn>» In whirb innumtrif rtber* run !««• pr>"i "'*ejl : •*> I|t* ••'I"1 '' 
hund. there U- 1 Tenutillty uf u>* not en>nyed hy tbe cutunil flberv.

or rjnia mnpcxni* ASH f« mourri x^xtofxp ei~n«Mrir*T>i>N

(Jus.) TerMtllitr o! manmade fiberr M*nif to he lendi&f tbe *t«C of tit* ComoilMtoo to tbe teatattTe cooclniion tbat some otber criteria wonirt he de- clreble Tnr tbt identloenrton of tbe niaterialt to beeo^ertd by tbe maDn>i<i3<? fllier oectinii ut tbe textile crbedule tbac that wbirb tbe traditional textile terciiixrf-cy Itself «-nnld tifi.sniiliKb. Arnirdintly. tbey b«re pr»)w*nl a rri»w-«ierti"ni<l riiniee<innal llmitatins,
Trim) tbe point of Tie* of rerxntlllry of for^. the «ttff tee,m> tn here r«>oned Thm > «isr>e «mn(i n* aitcsiBde flher gimerttl popld be nr.hieTed in t rr"«- yertiontl riimi'astnii *» crett lbi>t i; roold not eosfeiTtiilT t>t rertroeo t* t ifrrtle puterui Since t»e m»«ntoent warier lor norfi a uocie utraoc <x»uio »*" rl»e fMnt at tb*t 'roio wbicb tnonofilaaent or cut fiber of ro&rentinna) rrn»- : eertiont) dimenuoa wrniia )» prepired- the «t«g tpoeem tc bst-e reooaed that •on>e rn>»»-«rrttontl dlrneocioii men be focnd-whicb weuio mart toeline "er«reyc lerrlle tee Tmnortiif ?orm« OT nenmtoe nr>»r mnenti.Bnt tblt retgonlnr orerlookii or does not ri»e ncScient «eipbt tn tbe faet tb»t tbe b**tc tertile tenon tbea>elvev filament and flh«, may only be applied ui natertal whlcb la. in accordance with all of lw properte*, capable of belnj >pnn nr of belnc woren into fabric, knitted, or »•*<! is other banic tertJle oiwratlnns. In otber »ord«. tbe costent of rbe tern "fila»est" or "fiber" doe* not include propente* whida make the aatertal unacceptable for raeb u*e«.

OX t-tI3. i JJ.S 1 K I^CH JL* 4JMITKA1ET A.NP HXOCJCX1. CtTTVt<<C UXt

It U dlfSmlt to drtw t dlrldist line on tbe basil cf «»y cr«»»->ectifin».l dimension which win ba»e wore tbaa temi»orary ralne. Tbe staC has selected <m«-»ixi«Dtb incb In diameter at tbe dlvidiar line between n>'ino8)ui>ent (tbst la, t sinfle strand cf fiber CKr«ble of textile w»e) and plaMic materiaL < •election wblch If adninedly arbitrary. Tbere ii "owe )n«lfiratlon for pmr»«lnf oi»- «irte«aUi Inrb be<an»e tbe preponderappe of the literature, and indeed tbe ref erence* ID onr own ruieiDenu. ancre«t tb«t pjmtenjporary maasndp liber o«»e* not oxoally exceed tbat width. But U tbe TOW of tecbnolocy m oew flher development in tbl» indo«try shown an rt bint, it Bb<w» tbat «<5«.iitJiir rla«lftcii- tion criteria on tbe heal* of tbe characteristic* of commercial fiber* at any particular moment of time it pull* an unrecllxtic appro«cb. For ertuiple. mono- filameeb> of m&nmade fiber wblcb are cnt-elrbtb Inch at Their rreHteet cr»»f-•ectional dimension new ao*r in commerce for textile, epjrficstiimu. Thl« »• twice tbe diameter "of tbe proposed limitation. When It in r^wdem) tbat tbr beerr upecial port*** fabric* are now produced for imluxrrial o-e* a» well a« 
for uoe is tntomithilefc. aJrcnft. office*. u>d bom«*. It IK not dtScult to v|*niili«e that eT«i thl* ^t-lnrb diameter mty be exceeded In tbe »ear rurure.Tbe Tarl««» »uanm«c)e Jlbert differ widely in tbetr cro«»-»e«lonal cwnftrurn- tioo. Very few of them are 'circular and KOIDC are extreme In tbelr Irrepular cmat-vectlonal confifuratioti. A meaxnrement at tbe maximum TOS* wrvtios of a fiber of irrepuUr tTua» »eetlon can foreteeably yield a fiber wblch exceed*•ine-eipbtb Incb *t Ilk Ereetect dimeniilon and rtill be i|i>li« «tulmhW- for 
Into fahrlr. Icnlttlnt. m "ther hiiric textile ojieratlonK.
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APPENDIX C

Letter from F.X. Regan, of E.I. du Pont de Nemours & Co. 
to Mr. Russell Shewmaker of the U.S. Tariff Commission 
(1959), published in 5 Tariff Classification Study, 591.
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APPENDIX D

Comments of Mr. Russell Shewmaker of the U.S. Tariff 
Commission and Mr. E.L. Stewart representing the Kan- 
Made Fiber Producers Association on the definition of 
man-made fibers, 5 Tariff Classification Study, 400, 
436-438.
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•*']'"»r,nn^rV<3."'tf" y«»o buy* 11*1 y ytr*»j»i**U rclutint m t«hy*i«^nl *l»* «r iVwrijr
^MB^k^H^"^^^^"^^l"^M^M«^^'^^^H*M«^W>>^M^iMM^^>^>'M^^^M^^^a«^^H^^^^I^>i^wJ^«^iVtf

Mr" UTro-»«~TPx V'^v^ »>«'t nilomxi a »*<«iluB>»«ii'iti"n whirti w«nilil
rtt^isult* thnt in* *X|vr»»Mf*<l rnKimvii »-vmiilitrt. wbirh «•«• fiTiunairlr ha*v In N«^r York. w>i»t<l r*M>cnlM> that ivnain iiMimilllanirnt OlniiMirrc »vr»- .*>•
nonierrUt adaptation* nt nanmade Alters may he e»a««it»«J iifunptlj ntber Diin undrt «pb*<h>ke IS. <)n^ nmin <n<«^»«t U that

. »« tlintit n
- .if «»rii»

niMl
mi tilitortion in that.

It U ti j«»c*lM» TO e)ra«' lanpimte ihni 
nient flUtnftPT rhnt w.mW n»i »H«»w texil• Hher Than TfTtitw. «•* w.nilil h»r» n.i «i«J<«iioii t«. that. W» wtmW 1«c in rtlwnw MH-h n litnitjitlon trlrji T.»O m r«|»»i»»» to runt ••nrli^r inrlimi.*. V> art uriiliaWt t»> y«u nt y»nr »<«)v«>if n~- »» irniil »* tnnrb tinir »^ nwy l«» »••<•• 

It Irooinc »nt thrw ^rohlenju.J thii.. U> hare n «itnv>f ««1 ""hic-h llh»*tnii« tinrntriH* n*w «ij nw«K>- i'enrt ol *na>ethinc whirb y.ni mil ^Irber t» anlfinni howhatr nr a m«o«- fittatni. On* in hrtolf*. nnfl Ihf nthtr tt nrtnn mfm'iftlimirni fiOnn: line. Now. ir« submit tb*t U 1$ iaiT*««>ibfc tn rtisrtncninh oil «V clioiMjuinn «{ »>« nwrnn. SlMDrot «Mlf In thi« Jono thnt »« t>nt nj. «« Ti«h»ns 1in« h^t«-«*«i « )»Trt»e n-r and t nontfTtile nw. unlrvs It is Mil I" !f»crti when It pnm*» in and -Tim k»<«- that U i* fishinc lli>f«. Wt think that It w«m)e bf n>o«t unsound tn ftrtoin any T>K>»1«lon tb»t wnuld tllow nrlnn mopufilnment to It rl«»«lf»*d -rt«^wh«r* iban ttcder the prorjsioo lor mnnnaiamrat* ol BBtuntfo ftWr«. brcatt»t it 1* to b»*« BOW* B!^» wblcb «rf nontfSrtl* o***.Mr. SxrwMAKBu.. tvc rnn think t but It t^ teanlrt* 10 roriVf init m-i«MtKtiitii
U miiT Tm^f i»n>lf n>»nt «il KfT'iiy«« jtbout 11 ti~tf»McT itJiTciigrKtn tn'e. li 'it >f |iror>rrT cirgwn. mn f>eptirtte innont in nar^ P.^TyTffnt nt th» ni»»i.' " Mr. SrrwAirr. 1 tbink Torr«»«ko ret i nunwwon whirb, br and larrt. exelndt tten» ^Wrt «•«•» net tor texiitt ftpplirnttnn. \V* wnuld not

Mr. SKCwxxifc»L Tl> TTur h» crtrii\«^ing t>>t romtiifriry otv~» T »x«».>- «•» «1j <»*i BTU* 1 rt>nffl\!» >S ''_ or«llnc *-i
c?_Mf^ :srr«Aifr W«T apree •n-itbrnt:. Mr. SbfTBuker. VTe think this an nppro»f»i betvd o» »s« «-onl(! be dlffieuit to udmiaiwcr. «-outd hrtnt nnpfnaiti rf*uK*.. and wonld lead to renertl di)"ati«I««inn. N>th to d»m»«tii- prodntrro end to Ifflj^.rt. «TX TTfcDe Sasponer« wnnW Hk» tn tart «-bti tb^.v record »J the pr«|ier ond \rrte rt.lt. tb*y al«n would Ilk* to b*r* wnnjntr. ThfT «T« in jrnumtYiT »rrth tYit objectlre of t'hi* <sto6r In tbf anropt to iK-hiei* rertsiiiTj-. Ro ere »». Tbf hat. tlcrronnd i&. ""hat duty rat* »•* tr* rnme to rtwlrtf or pltrb rfnainrr nn. Vf» trUJ erret to c dimentiont) littitition «m mnnn&l*. pr«rrlo«Kl H U emr that •»••« not. run tb* aub«anrt»l nuk nl wclurtlnjt what »« t-notr to h* reneral appViratinw oi textile aonoflis. XT« w.y that e»«p tbnneh tb* rtntj- may h»- hisber f»»»^-b*r* at the present time, the Je<re»« nt i d«ty under our |ir*«?m mte twhninnr* ire a temporary, accidental, eraraitou* tbint. end It w«rold »* rtlffii-uM l«r Mny»*>fty to ha»e their tecoamendatlon* OB what the »-rktlnc r«te of duty JR.Mr. SMtWMAKrfc. You Di«parrntly n«.-nn>e in your )irr>*iii«ti«in ihnt rhw nt^v fitvr K tbat TOO hnt> pr.^Hx^d IK a nMrnoftUiiirni. Thf «tnii>)« tb*t y>w «»*>• »nltt*x} t«. nt «"•«* rim* aro ludtratf that the |ir.«dun »••«' inacif bus » fin! <)»Mil*r•rf 300 with Ifi ipdividual nHinnnlam*ntit with »•• nx-I«t. A« » mattfr "I ixtt.•in « fwrrnr* of this IIT brFaWnr It it A>«*. MS you ).iim*<i nut. hrenk inn. lt> imiiriihul Jllnn^iiit. noil If y«o V-^r* i>*sir«mit. yon tinilil mn»p>*n-1y «f)«r>i»* 

HN-r K Inn. UK 1C Kiitnllrr «».«• ftlami-niK.Mr. KTrw*rr. Y«m «-<mld nut ?*t 16 iitaihl* tilmin-m^.Mr. SJicw-MAKW. Whether you wmild cet 16 usnhle rilmi»*iitt:. at Jm« it r«- taint Its nhr«u* c-har«<-ter. 1 am wonderint. would ynu nrr*« that th*r« i* wnn*
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428
We would h»|* thai rim would f«*| thai u H*«e«lftraiiiin trhrri- TOO put Nil 

mnnuuide flher» UDrt tUmui'm* inu< mtr wvtluii f««r Hmudtimllou imrji^x* would 
nnnrer I lie uuiuUme (.''mere** laid ti|»>u TIIU t« achieve* )<«.'i'iil JlvUloa. tiKiur 
><Cintl wmimilncT with |«ninil»r rtuwdBnttiou mtulu.

Mr. SticwuAKOu It i» my uDdervundiur thte t*nn "munmadf Ulim" in a 
clerelojinient ot, recent Twrx HK n tern. u> rejjUct the enrltrr luiuruaa-e inifh UK 
that found In tbe Tariff Act. T*yon or other synthetic t entice"

I don't rfi tbe ira)irr**iori ibm anyone in cuiniuf the term or oslnf it wa* 
trrlnr to detelop.* cuiuxitation beyond "textile-" It It owl In rntat Insimirrt 
i«> crt an'»r froai rb* tens ~FjT>th*t1c." In r*Ofru\. j>r«dor*r« don't llk» to 
•m]il«iT thnt term is tb»ir protncition srbrmef. 1 p»vyr h«T» ga>T>«l ti 
»=iori tmm HUT of the littriirnr* ] h»*p mid or tr«ra eny ot u>e oj«-ilkM 
h»re hud wttb lertilt iwofilt ttiiit rbf trnn «•»« n«Trl«»)fO tc >i> fnlarginr

Tt i< r rypln*^ingiii f<ir D TfYtite i^n». unfl ><^ Ui 1 1 tifi j^t7yTTir??HTt?^T
HIM- that would rruyti out app fmompt Kli Tiflm root, or all mtamaot root up

^^Mr. STT«'ART. ^v» nr* not qncrrelinc nlmot where TUB pot rod*. We «».T 
«-h»-T> T.m r^ll «nn»rhinc fihfr or tUmnynt. tt btt PO t»frr«K«rT mn»* noli bounfly 
«o far iif oimynsion it <-<iCfTr>>»<j : tntt it »" « pruclon ut ui» inamjUT~«vm>!»f 

mtii-f it KUUMDI* tor t tertlte use. Jt do**a'l b«»* to Iw on the

Onrt ron 1-r-iicnii* fimrthint «c i Cbrr. It should ro under tbt snacmade 
«-h«)u)* reeareUf-m nj the p&nicuUr n»f for which li U made.

Ait yon know, current niftoms pr»et»r* is tn pot nylna bristle* under sched 
ule 13. Mlid thM vet reaffirmed just the other bar br the. .Bureau of Ctmnm* 
in t Treasury decision,, trjxboot rer&rd to tbe dioenviont of tbe bristle nisteritl. 
referrinc to U as "hrletle meteriaL" vhirh is t recognition that it it nontenlle.

Xr. SKr»MAioai. Well. ] tbiak yoo r"t3r»elf pointed out. and. of course. »e 
vere quite tvare of tbe tan. ttiat arion bat ntueerous applicitiouiv including 
in tbe r»M of ton>e "Ott babr brnnbet «>n>« rery &ne filtoent uaterial tba.t 
obriouslr if ii «-ere in longer length* could be woven.

We art not difpudn; there are the*e bristle uses, thoe other uses of tbe 
moDoSltmest. Tbt fuct remtlnt. tbourc. that tbe tenn "tber" lt>eli. tike "Cl»- 
ineat" if reneralir uioucnt c? in \rrst a;

Tee wtDsicr's Coliepate DicdoDtrr bere HIT'S "A thread or thradltke KTOC- 
rere or object. • • • Collective)?, BBT toupb subntnee comp-vw; of thmd> 
like tlssnt. especially wheo rtjahlt <if beine Kpnn and wwetL"

Tradiriontllr in rbe tertile »enye. i; bt« molred treund t very nee TTPe of
ftltpent. nnrhinc that approaches u>f dipentionic tut; we are now ceptbie oi»»^»— ̂

It wa^ r^*- g^p»^ tf> t>B* rbu ter^s "ptnmgde fiber.** wb.ich is nsed ripbt 
tironrb ear textile ocbednle in oe&imt with tniO.T, ntanr textile prod- 

tt t r»rrtl» r»—r
It wlf tor tbit' reason we felt thai »« with tbe natera.1 fiheris *o tritb the 

inennade fibers, when you ere looklofat a pirtirular product. TOG And in it 
« btfcic con«tn)ctloti onit that will permit yon to M.T : tblt i» a manmacte textile 
produce T^at is efMBti&llj wbEt oy* »ffort ig QP» of rlTinc spbctance to tbe

rOT»ptQ of pbTgjpel Dimcainon.
>*>f* rtspBt get froa one where you are ronsttntlT eoatronted with chief use. 
or ~*ome orber u«* ' mnoepoon.

tr» n-rinr tfl ret thu into «l> obteftlve schedule, that will pot ba»e thene

So that IK all I hire to «r °o tbfct particular part.
Mr. STTVXTT. Our poxitioa will be developed tnrtber In our briel Mr.

Chairman BnocaAkn. All riebt
Mr. RTt«-A.irr. Tbtnk TOO for your patience. I always recm to be 

the end of tbe day at tbme hearing*. 
Chairman BROSSAM>. Thank yon. Tou always present a clear o*e. It there

•nyitody else to be bfitrd today.?
R«retsry Bcxi. AK Tar as I kmtw. that rwniplete* the x-bednle or «-)t»e«ne«. 
Cbairman RnossAitn. Are there *nr other win>e«i*es to be beard? 
i N'n rt*)«n»e. I

• Cbiircian BROKSAM. ,1s there any other bosineas to be brocpot before- this 
hesrtof? • .''• •;.-.. .. -'• • .-•. -•'•••,.•
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STATEMENT OF JOHN C. DATT, SECRETARY AND DIRECTOR OF THE 
WASHINGTON OFFICE, AMERICAN FARM BUREAU FEDERATION

Mr. DATT. I am John Datt, secretary and director of the Washington 
office for the American Farm Bureau.

The farm bureau opposes S. 230, which would substantially increase 
the duties on polypropylene cordage and twine. If passed, this legisla 
tion would significantly increase the duties on bailer twine to Ameri 
can farmers, it is estimated that the proposed duties would add about 
$4 per bail, or about 20 cents per pound, to the cost of the imported 
bailer twine.

Some years ago Congress exempted imported sisal bailer twine 
from import duties. We believe that this new material should be ac 
corded the same treatment.

Our affiliated service companies market to our farmer members 
about 120,000 bales of sisal twine and about 15,000 bales of polypro 
pylene twine each year. However, the use of plastic cordage is growing, 
and this material is also used in hay bags, hay sleeves, and hay covers, 
which are a recently new development in agriculture.

The more competition we have in the twine and cordage market, 
the lower will be the farmers' production costs.

Farm income has suffered greatly in the last several years. A com 
bination of rising production costs and low commodity prices has put 
U.S. farmers in a financial bind.

Mr. Chairman, our plea is simply for help in holding our production 
cost down. We need keener competition in farm supplies in order to 
hold down our costs. This is why we oppose S. 230.

Thank you very much.
[The prepared statement of American Farm Bureau Federation 

follows:]

28-805 O - 84 - 10
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* FARM BUREAU *
* * th» nition'a largest general farm organization * *

STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION
TO THE SUBCOMMITTEE ON INTERNATIONAL TRADE

OF THE SENATE FINANCE COMMITTEE
REGARDING S. 230

Presented by 
John C. Datt, Secretary and Director, Washington Office

October 21, 1983

American Farm Bureau Federation 
Washington Office — 600 Maryland Av«.. SW. Washington, DC 20024. Phone: (202) 484-2222
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STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION
TO THE SUBCOMMITTEE ON INTERNATIONAL TRADE

OF THE SENATE FINANCE COMMITTEE
REGARDING S. 230

Presented by 
John C. Datt, Secretary and Director, Washington Office

October 21, 1983

Farm Bureau opposes S. 230, which would substantially increase 
the duties on polypropylene cordage and twine. If passed, this 
legislation'would significantly increase the duties on baler twine to 
American farmers. It is estimated that the proposed duties would add 
about $4 per bale or $.20 per pound to the cost of imported polypro 
pylene baler twine. Some years ago. Congress exempted imported sisal 
baler .'twine from import duties. We believe that this new material 
should be accorded the same treatment.

Our affiliated service companies market to our farmer members 
about 120,000 bales of sisal twine and around 15,000 bales of polypro 
pylene twine each year. However, the use of plastic cordage is 
growing and this material is also used in "hay bags", "hay sleeves" 
and "hay covers".

The more competition we have in the twine and cordage market, the 
lower will be the farmers' production costs. ..

Farm income has suffered greatly in the last several years. A 
combination of rising production costs and low commodity prices has 
put U.S. farmers in a financial bind.

Mr. Chariman, our plea is- simply for help in holding our produc 
tion cost down. We need keener competition in farm supplies in order 
to hold down our costs. This is why we oppose S. 230.
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SUMMARY OF PRINCIPAL POINTS
AMERICAN FARM BUREAU FEDERATION STATEMENT 

REGARDING S. 453

1. Mr. Chairman, in a letter to your Committee on September 9, 
1983, we stated our strong support for Senator Warner's bill, S. 453, 
which would impose a one-tenth of one cent per gallon duty on apple 
juice.

2. The purpose of this duty increase is merely to provide a way 
to place subsidized Argentine apple juice imports into a dutiable 
category which would enable Farm Bureau to file a countervailing duty 
petition without the loss of time and tremendous expense of "proving 
injury" to the domestic apple industry.

3. Over the past seven years, the quantity of apple juice 
imported into the U.S. has grown from 34 million gallons in 1976 to 
104 million gallons in 1982. This represents the equivalent of more 
than 30 million bushels of apples, a figure greater than an average 
annual production of Michigan and Pennsylvania.

4. Twenty-three million gallons of the increase are from 
Argentina, which shipped about 19 million gallons in 1976 and about 
42 million gallons in 1982. This quantity alone represents the total 
annual apple production in the state of Virginia.

5. The Foreign Agriculture Service and other government agencies 
have the evidence that the Argentine Government does indeed assist the 
producers and exporters of Argentine apple juice.

6. The apple growers of the U.S. are being hurt badly by the 
subsidized imports of apple juice from Argentina. These growers need 
help from their government in order to compete with the subsidized 
imports from Argentina. We realize that countervailing duty proce 
dures are available, and we plan to exercise such procedures. 
However, if our farmers must prove industry, this is time-consuming 
and very expensive, with cost running from $75,000 to several hundred 
thousand dollars to carry a petition through the necessary procedures 
if "injury" must be proven.
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STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION
TO THE SUBCOMMITTEE ON INTERNATIONAL TRADE

OF THE SENATE FINANCE COMMITTEE
REGARDING S. 453

Presented by 
John Datt, Secretary and Director, Washington Office

October 21, 1983

Farm Bureau appreciates the opportunity to comment on a tariff 
bill which has been referred to your Subcommittee on International 
Trade. S. 453, a bill Farm Bureau strongly supports, would impose 
a 1/10 of 1 cent per gallon duty on imported apple and pear juice.

The purpose of the 1/10 of 1 cent per gallon duty on apple and 
pear juice imports is merely a way to place subsidized Argentine apple 
juice imports in a dutiable category enabling Farm Bureau to file a 
countervailing duty petition without the bother and tremendous expense 
of proving "injury" to the domestic apple industry.

Farm Bureau is keenly interested in the passage of S. 453. This 
bill was introduced by Senator Warner and now has 15 cosponsors.

Over the past seven years, the quantity of apple juice imported 
into the United States has grown from 34.38 million gallons (single 
strength equivalent) in 1976 to 103.76 million gallons in 1982. 
Foreign apple juice is imported in concentrated form for 
reconstitution in this country. This represents the equivalent of 
more than 30 million bushels of apples, a figure greater than the 
average annual production of Michigan and Pennsylvania combined.

Twenty-three (23) million gallons of the increase are from Argentina 
which shipped 18.86 million gallons in 1976 and 41.95 million gallons 
in 1982. The quantity imported in 1981 represents 10.67 million 
bushels of apples, more from Argentina alone than the total annual 
apple production for the State of Virginia.

The dramatic increase in apple juice imports is a major concern 
to U.S. apple growers. Their concerns are magnified when we find that 
the government of an exporting nation is providing a substantial 
subsidy to the processors and exporters of that product. Farm Bureau 
finds a willingness of its members to compete with growers in other 
countries on a fair basis, but they cannot compete with the treasuries 
of other countries.

Attached are data providing the levels of imports from foreign 
sources for the period 1965-1983, and the quantities of apples 
represented by such imports. Also attached is a review of the subsidy 
schemes provided by the Argentine Government to its apple industry to 
develop export capabilities.
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Page 2

It is obvious from the information available to us that the 
Government of Argentina is indeed subsidizing its exports of apple 
juice into the United states' market to the detriment of U.S. apple 
growers and processors of domestic apple juice.

The Tariff Schedule of the United States provides a zero (0) duty 
on apple and pear juice imported from countries which enjoy the "Most 
Favored Nations" designation. Argentina has been so designated. 
Imports of apple and pear juice from countries not enjoying "Most 
Favored Nations" designation are subject to a duty of five (5) cents 
per gallon under T.S.U.S. Item No. 165.15. Apple and pear juice are 
the only juice imports free of duty under the M.F.N. category.

Since apple juice currently is not dutiable, the domestic apple 
juice industry would have to allege and the International Trade 
Commission would be required to determine "material injury" before a 
countervailing duty could be put into place to offset the Argentine 
subsidy advantage. Therefore, the purpose of S. 453 is to impose a 
minor duty on apple juice imports in order to place Argentina in a 
category whereby the Department of Commerce could investigate the 
export subsidies of Argentina with regard to apple juice and, if found 
to be as alleged, could initiate a countervailing duty action that 
would offset the Argentine subsidy advantage. This could be done 
without apple growers having to resort to costly legal fees to take 
their case before the International Trade Commission to prove material 
injury to the apple juice industry.

Farm Bureau will encourage those suffering from this practice to 
seek relief by petitioning the U.S. Department of Commerce to 
investigate these subsidies and if their findings are positive to 
instruct the Customs Service to apply countervailing duties as 
provided under Section 303 of the Tariff Act of 1930.

We urge that S. 453 be approved by your Subcommittee and that it 
be passed by the Congress to enable U.S. producers to seek relief from 
the subsidies provided by the Government of Argentina on apple juice 
exports from their country.
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i4t>

•.-i:h i grace period of :vo years. (Abcu: S10 ziilic: U.S. '-"rrh c: Ici^s vere u:ili. 

by the CAJ sector.

FFZ7IOOS LZTT3S FROM FAS CA-LT3 rjOM A?.G2JTI5(A 6-25-^Sl, Joseph T. Severs, >£ Counsel

- 1980 GOA urailishea i 10: trporz rebate for fresh ipP-" ^ P"11 - 3 - ' : 

J - Ja=^r7, 1981. t;:ere=; free loa=s viih repjy=enE of 10 years for CAJ e.-cporters. ^ 

J- Febircaxy, 1981, e=?ori: rebice^ of 10" for ill proaacrs erjorted through Pitagoriaa 

pores. C 1^- April, 1981 rM < vai reduced co 7Z)

10-19-61 JAMZS V. PARKS - AC Counselor : :

- Juae, 1981, f^" r vas included in the "value added" products al^cwi^ig fi T exporters 

ca exchange 101 of export earnings at the higher f ̂ -anr^al race..

- August, 1981, prefinancing covering 602 of the 703 export value of CAJ. Sepayaent 

of one year and U£ per

- la 1977, Michigan apple. grover'IJerrr Sistse=a visited Argeaciaa and toured CAJ plants 

The plane canager told Hr~. Sietse=a:

a. The. plant, Villa Ragina, Argentina, is four years old and is tax free for 

10 rears' (no property tax) b«rr?nVe, if Lff an apple Juice plaac.

b- There Is a 10Z direct: subsidy on every dollar of produce sold abroad.
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TOTAL APPLE £. PEAR JUICE IMPORTS

YEAR

1965

1966

1967

1968

1969

1970

1971

1972

1973

1974''

..... 1975

1976

1977

1978

•1979

1980

1981

1982

1983*.

i JANUARY - MAY ONLY 
FOR COMPARISON, 

IANUARY - MAY 1982 
IANUARY - MAY. 1983 •

TOTAL 
GAl I.ONS

5,049,295

3,080,203

2,535,422

10,908,738

14, 168,506

16.834,532

34,m,S13

25.632,907 .

20,697,580

2,1.495,957

21,216,285

34,387,544

31,906,859

44,394,152

66,501,098

43,520,365

81,602,668

103,758,056

63,560,371

28,448,347 
63,560,371

TOTAL 
43 LB. BU.

1,402,582

855,612

704,284

3,030,205

3,935,696

4,678,759

9,475,698

7,120,252

5,749,328

5,986,623

5,908,737

9,576,259

8,886,058

12,363,770

18,472,527

12,089,324

22,667,408

33,880,374

18,973,245

8,492,044 
18,973,245

CONVERSION! 3.35 GAL/BU. 

SOURCEi FAS-USDA, SINGLE STRENGTH EQUIVALENT GALLONS AND 42» BU RAW FRUIT EQUIVALENT
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TOTAL VALUE OF APPLE JUICE CONCENTRATE 
U.S. DOLLARS

CANADA

AUSTRIA

BULGARIA

FRANCS 1

GERMANY, WEST '

ITALY

SPAIN

SWEDEN

ARGENTINA 14

CHILE

MEXICO

AUSTRALIA

CHINA, MAIN ——— ..

ISRAEL

JAPAN

NEW ZEALAND

SOUTH 'AFRICA 3,

URUGUAY

OTHERS ! ,

TOTAL £4-i

1?77

723,325

228,061

248,189

,381,238

56,404

339 , 665

643,579

,281,117

16,033

315,434

784,284

2,271

135,896

821

437,606

561,717

726,038

690. 676

1978

607,180

230,090

140,533

1,270,090

58,948

236,047

500,439

14,064

24,473,080

'•726,621

392,758''

23,605

784

866,229

\

691,473

•4,306,305

2,451,633

sjL.mjJls,

1979

587,983

1,230,024

7,427,614

887,950

445,157

1,876,755

39,617,474

646,075

930,528

3,825

822,262

385,429

7,489,938

4,588,245

e^S3^2Si

1980

672,514

1,303,626

4,333.058

2,632,434

553,208

1,410,151

17,319,472

330,354

990,832

10,813

1,910

74.1,819

1,900

370,944

6,380,812

3,011,753

,0 . 065 . 600

1961

1,395,956

598,448

1, 449,649

5,148,107

50,487

2,911,983

299

27,225,955

1,508,033

2,831,236

39,387

1,460,772

2,045,947

9,112,657

325,261

4,122,958

MjziLSse

1982

1.746,334

3,522,013

2,319,052

12,517,460

142,119

7,417,324

36,250.607

2,082,783

2,839,929

138,634

2,145,825

2,802,472

9,148,190

9,261.205

SJL334.127

SOURCEi USDA FOREIGN AGRICULTURAL SERVICE
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-" ,:.".e :CLJ.C---U:- is casec on i=;orrati22 receive; :rcn .-e .-crtit- r.gi-culture se; vi^c, 

'ySDA: . •

1) About 12 concentrating plants are operating in Argentina this year, hcvever, scm 

are very snail.

2) About, 65* of the apples for processing go to ccncentated apple juice (CAJ).

3) The country of destination for concentrated apple juice (CAJ) regains unchanged

i.e. costly the O.S,

4) a. the current export rebate for CAJ is 101, plus 102 for shipaezts going throug

• Patagonia port or Puerto liadryn. Xeportedly, almost half of 1981 season shipments to- 

advantage'of shipping through Puerto Kadryn. . : ;

• b. C^J is also eligible for an "additional" export rebate of 15Z for tie six now 

period, ending .oexr April 21.

c. Since late August, CAJ exporters have also been, eligible for pre-«xport fiaanc 

covering up to 60Z of tHe export value, with interest, at one percent per »^-wn and a 

. repayment; tern of 120 days. . -.

d. The, 10/902 financial/comercial exchange rate TT*T Is still ia effect for CAJ 

exports. Currently, the financial rate b-a-s increased to almost 60S above, the ccsserci 

race level. (financial race is 11,000 pesos per DSS, cct=erical rate is 6,941 pesos 

per DS$), thus increasing che exporr valna edge over non-value- added products suth. as- 

applts by six percent.

e. Civea. cha.' current situation.-^ all plants vhich operated th* < year are expected. 

ia. operacioff for 1982. Sources, expected, a. nar=aJ_ to- good, yaar.

f. Suddei pesos- devaluations this year ornrred as follows': Feb 2-10Z, April 1-30 

June 1-30Z, July 22-30Z.; Cche. CBO—tier exchange rate" system vas: applied only to- the 

f-iriifr^^ia\ race with z few excepcious, export transacCioTis urilize. tht cctsaerrcial rate) 

(If loans are available, for CAJ shippers because.- of th« devalued, peso $180 O.S. per DC
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Senator DANFORTH. Do you have any questions, Senator Mitchell ?
Senator MITCHELL. No questions, Mr. Chairman.
Senator DANFORTH. Gentlemen, thank you very much.
Senator Mitchell has an interest in two bills which we will take up 

at this point if the witnesses are available, S. 759—Mr. Hoffman, Mr. 
Fritt, and Mr. Williams.

STATEMENT OF KICHAED S. HOFFMAN, LAW OFFICES OF GEOEGE 
E. TUTTLE, WASHINGTON, B.C., EEPEESENTING SEVEEAL PA 
CIFIC NOETHWEST IMPOETEES OF SALMON GILL NETTING

Mr. HOFFMAN. Mr. Chairman, my name is Richard Hoffman. I am 
an attorney with the George E. Tuttle law offices. I would like to thank 
the committee for this opportunity to express the views of our clients 
in support of bill, S. 759, which would reduce the rate of duty on cer 
tain fish netting and fish nets from the present rate of 18 cents per 
pound and 28 percent ad valorem, down to 17 percent ad valorem with 
no per-pound assessment.

Our clients are nine Pacific Northwest fishing equipment suppliers 
who import primarily salmon gill netting from Japan. We are acutely 
aware and sensitive to the problems which the present high tariff rate 
has created for fishermen who rely on imported nets of a type that is 
not generally manufactured in the United States.

At the same time, we are supportive of the agreement negotiated 
pursuant to GATT which provides for a gradual reduction of the rate 
for item 355.45 to 17 percent by 1989.

A delay in the reduction serves no useful purpose, and we urge ac 
celeration to 17 percent as soon as possible, in order to provide benefits 
to the American fishermen at the earliest date.

Our review of the history of the assessment of duties on fishnetting 
points out that unusually high duty rates have existed for some time, 
and yet the domestic industry has not produced certain types of net 
ting. Where it has not, imports have been turned to—for example, 
salmon gill nets.

During the hearings on House companion bill H.R. 2042, the domes 
tic industry made numerous claims for the need for protection of the 
current high duty rates; however, the committee should note that the 
domestic industry has generally succeeded and been profitable in areas 
where it has produced quality nets. Where it has not, imported fish 
netting has been required to allow American fishermen to compete in 
fish production markets.

The high duty rates do not help the domestic industry but rather 
hurt the competitive position of American fishermen. This is par 
ticularly evident with respect to salmon gill netting. This product was 
not successfully produced in the United States, due to the lack of neces 
sary technology rather than import competition.

Japanese netting has been higher priced than the domestic products 
offer. The price has not been a major factor, and high duties are not 
likely to change the American fishermen's need for imported netting.

In conclusion, Mr. Chairman, there are few industries in the United 
States which presently benefit from even a 17-percent tariff rate. The 
reduced rate certainly affords adequate protection for the domestic
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industry, and at the same time reduces the burden on the American 
fishermen of the unusually high tariff rates.

Therefore, it is respectfully requested that Senate bill 759 be given 
your full support.

Again, we thank you for this opportunity to present our views.
Senator DANFORTH. Thank you, sir.
[Mr. Eichard S. Hoffman's prepared statement follows:]
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BEFORE THE SUBCOMMITTEE ON INTERNATIONAL
TRADE OF THE COMMITTEE ON FINANCE OF

THE UNITED STATES SENATE

October 21, 1983

SUMMARY OF MAJOR POINTS IN TESTIMONY 
OF RICHARD S. HOFFMAN IN SUPPORT OF S. 759

1. Current tariff rates for fish netting are exces 
sive and should be immediately reduced to the amount nego 
tiated at the General Agreement on Tariffs and Trade of 17%. 
This reduction is necessary to protect the U.S. fishing 
industry from excessive costs for quality fish netting.

2. The domestic fish net manufacturers have had 
the benefit of a comparatively high tariff rate since the 
enactment of the Smoot-Hawley Tariff in 1930 and therefore 
their claims that a high tariff is necessary to allow for a 
strengthened industry merely serve as a smokescreen for the 
failure of the industry to vigorously and competently pursue 
the manufacture of marketable and efficient fish netting for 
the American fisherman.

3. There are a number of reasons the domestic netting 
industry may have had problems, none of which are related 
to the tariff rate. Where the domestic industry has pro 
vided high quality netting, they have controlled the market. 
Where they have not, imports have controlled the market. 
Pricing has not been the main factor. For example, in the 
salmon gill netting sector of the industry, the Japanese 
have supplied the bulk of the market despite prices much 
higher than those of the domestic industry. Therefore, a 
change in tariff rate will not generally affect the domestic 
industry.

4. Few industries in the United States a*re given the 
benefit of even a 17% tariff on similar imported items. 
Therefore, this reduction is not drastic and is necessary to 
increase the productivity of our American fishing industry 
which must depend to some degree on imported netting.
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TESTIMONY OF RICHARD S. HOFFMAN 
IN SUPPORT OF S. 759

October 21, 1983

I. SUMMARY AND INTRODUCTION

I am Richard S. Hoffman, an attorney with the law 

offices of George R. Tuttle, appearing today before the 

Subcommittee on International Trade of the Committee on 

Finance of the U.S. Senate in support of S. 759, on behalf 

of the following Pacific Northwest importers of salmon gill 

netting:

1. Seattle Marine Fishing Supply Co.;

2. Nordby Supply Co.;

3. Redden Net Co.;

4. Fisheries Supply Co.;

5. Lummi Fisheries Supply Co.;

6. Nets, Inc.;

7. Tacoma Marine Supply;

8. Astoria Marine Supply, and;

9. Englund Marine Supply.

As importers of salmon gill netting, all of our clients 

are acutely aware of the problems which the excessive tariff 

rates for fish netting of manmade fibers pose for their 

customers. Our clients do not seek a windfall from this 

legislation. Rather, they hope to encourage and sustain
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the industry upon which their livelihood depends -- the 

United States fishing industry. In this regard, it is 

important that all of our clients currently have substantial 

dealings with the United States manufacturers of fish 

netting. However, fishermen are at times required to import 

based on availability and qualitative factors as will be 

explained in the body of this statement.

The Senate Bill, S. 759, would amend the Tariff Sched 

ules to reduce the tariff rate for TSUS Item 355.45 (fish 

netting and fish nets of manmade fiber) from the present 

rate of eighteen cents per pound and 28% ad valorem to 17% 

ad valorem with no per pound assessment. The General 

Agreement on Tariffs and Trade provided for a gradual 

reduction of the rate for Item 355.45 to 17% in 1989 and S. 

759 would simply accelerate the reductions to this rate on 

or after the enactment of this bill by Congress.

II. BACKGROUND OF U.S. TARIFF CLASSIFICATION 
OF FISH NETS AND NETTING____________

The domestic fish net manufacturers have had the 

benefit of a comparatively high tariff rate since the 

enactment of the Smoot-Hawley Tariff in 1930. Therefore, 

they have had fifty-two years of the protection of a high 

tariff on foreign products, yet still have claimed the need 

for time to "adjust." (Miscellaneous Tariff and Trade 

Bills; Hearings Before the Subcommittee On Trade of The 

House Committee On Ways and Means, 97th Cong., 2d Sess. 154 

(1982) Statement of Joseph R. Amore.)
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As early as 1921, American manufacturers of gill 

netting asserted that "recent quotations by foreign manufac 

turers both on the Continent and in Japan have convinced us 

that the ad valorem duty of 10% recommended by the Ways and 

Means Committee must be increased to at least 40% if this 

class of netting is to continue as a manufactured article in 

this country." (Senate Hearings on H.R. 2667, Tariff Act 

of 1929, p. 3461, Vol. IX).

Prior to the 1960's, there was no significant foreign 

or domestic manufacturing of manmade fiber fish netting. 

Fish netting was usually made of flax, hemp, ramie, cotton, 

or linen. The tariff rate prior to the adoption of the 

Tariff Schedules of the United States, under paragraph 1006 

for gill nettings and other nets for fishing, wholly or in 

chief value of flax, hemp, ramie, and n.s.p.f., was 45% in 

1930 and gradually reduced to 22.5% ad valorem at the time 

of enactment of the TSUS. (Source: United States Tariff 

Commission, Summaries of Tariff Information, Vol. X. Flax, 

Hemp, Jute, and Manufactures, Washington, 1948.)

Note that the above analysis relates to fish netting of 

vegetable fibers rather than manmade fibers. Therefore, 

there was a reduction to 22.5% in the duty rate on fish 

netting from 1930 to 1960 for the most common type of fish 

netting produced at that time (natural fibers). Since the 

provisions at that time did not provide for nylon fish 

netting, this fish netting was dutied under a general
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paragraph providing for nylon products. The high tariff 

was not the result of the items' status as fish netting, but 

a result of their status as products of nylon. As a con 

sequence, upon the enactment of the TSUS, nylon fish netting 

maintained a high rate of tariff while fish netting gene 

rally was reduced to well below the 22.5% level.

In fact, one case even held that nylon netting should 

not be charged duty under the then paragraph for nylon 

products under paragraph 1312 but should, on the basis of 

the Customs doctrine of similitude, be dutied under pro 

visions for fish netting of natural fibers. (Robert E. 

Landweer & Co. and Seattle Marine Co. et al v. United 

States, 44 Cust. Ct. 384 (I960).)

Thus, we submit that the present high duty rates 

were not provided to protect the fish netting manufacturers 

as presently claimed by that industry, but were enacted as 

an attempt to protect the nylon industry. Therefore, the 

arguments by the industry that they have specifically been 

granted tariff protection are unfounded. We have heard no 

opposition from the nylon industry to reduced tariffs on 

fish netting of manmade fibers.

In conclusion, the domestic industry has been protected 

by an artifically high rate of duty for the last fifty 

years, particularly with respect to netting of manmade 

fibers, and from the early 1960"s through the present has 

been protected by the equivalent of an average tariff rate
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of 42.5%. The domestic industry has therefore had adequate 

opportunity to gain a strong foothold in the United States 

market. Furthermore, the reductions which would be imple 

mented by S. 759 would still leave the United States indus 

try in a more favorable position than either Canada (which 

is duty-free) or the European community.

III. THE UNITED STATES FISHING INDUSTRY SHOULD
BE ENCOURAGED RATHER THAN HINDERED BY THE
TARIFF LAWS OF THE UNITED STATES________

Recent information indicates that in 1981 there were 

approximately 193,000 fishermen in the United States as well 

as several hundred thousand people employed in the pro 

cessing sector of the U.S. fishing industry. This contrasts 

with the one thousand (1,000) to fifteen hundred (1,500) 

people who are employed in the domestic fish netting indus 

try.

As Representative Studds pointed out in May 1982, 

fishermen, "farmers of the sea," have not been treated as 

favorably as land based farmers. (Miscellaneous Tariff and 

Trade Bills: Hearings Before the Subcommittee On Trade of 

The Committee On Ways and Means, 97th Cong., 2d Sess. 145 

(1982).) With respect to land based farming, Congress has 

seen fit to include agricultural implements in the list 

of duty-free items. Thus, the tools used by farmers are 

freely imported.

Neither is the fishing industry protected from fluctua 

tions in the quantity of supply from year to year or the
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industry's unparalleled rise in costs. In the past decade, 

boat prices increased by 400%, fuel costs by 500%, and 

netting costs have tripled for a typical Pacific Northwest 

salmon gill net fisherman. Of course, the price of fish has 

not followed this dramatic increase. While the domestic 

fishermen must struggle with the high cost of quality 

supplies, unpredictable seasonable fish supplies and fluc 

tuating climatic conditions, as well as the competition 

against imports receiving either preferential GSP treatment 

or, often, duty-free treatment, there is the ever-present 

burden of excessive duties simply because they choose to 

work efficiently and effectively under already very diffi 

cult conditions.

IV. CLAIMS MADE BY THE DOMESTIC INDUSTRY 
AT THE HEARING BEFORE THE HOUSE WAYS 
AND MEANS COMMITTEE SUBCOMMITTEE ON 
TRADE ARE UNFOUNDED______________

On May 10, 1983, a hearing was held before the House 

Ways and Means Subcommittee on Trade on an identical bill to 

S. 759, H. 2042, a House bill. (Certain Tariff and Trade 

Bills; Hearings Before the Subcommittee On Trade of the 

Committee On Ways and Means, May 10, 1983). Many of the 

claims advanced by the American Netting Manufacturers' 

Organization (ANMO) at that hearing are completely and 

totally unfounded. Further, the comments of the Honorable 

Harold Ford at that hearing need clarification.
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In the.testimony of Reginald N. Steele on behalf of the 

American Netting Manufacturers' Organization (ANMO) in 

opposition to H.R. 2042, he states that the American fish 

netting manufacturers have been particularly hard hit by 

import competition and therefore need a duty rate of almost 

twice what the negotiated rate will be once the reductions 

are effected. However, Mr. Steele fails to note that the 

icport competition over the last ten years has fluctuated 

based upon various factors not relating to tariff rate. In 

fact, American fishermen have typically purchased all the 

netting which could be manufactured by the United States 

industry and then gone to imports to assure a complete 

inventory for the fishing season.

In one case, the American industry has never produced 

the type or quality of nets necessary to catch salmon on a 

commercial basis, and therefore, the fishermen have pur 

chased imported nets. This has been well-documented in the 

recent antidumping hearings at which most of the parties in 

opposition to H.R. 2042 testified. The reality is that 

further protectionism in the form of unfair trade barriers 

will simply cause the presently healthy American netting 

manufacturers to atrophy and eventually render themselves 

useless as producers of purchasable commercial fish netting.

Mr. Steele further indicates that the import penetra 

tion has created problems for the domestic manufacturing 

industry. However, he fails to indicate that import pene-
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tration is typically a result of the failure of the domestic 

industry to provide the netting in terms of quality and 

amount needed by American fishermen. Prices are typically 

much higher, particularly when the duty is added (and this 

would be true even at 17%), for netting from foreign coun 

tries. We submit that import penetration will not be 

changed as a result of any duty reduction and this has been 

implicitly recognized in the negotiated duty rate of 17% 

which will take effect.

A further complaint of Mr. Steele on behalf'of ANMO is 

that the Japanese have been dumping based upon the 1972 

dumping order against fish netting from Japan. He stated 

that the large majority of this type of netting is called 

salmon gill. However, it has been well-documented that 

salmon gill netting was not included within the products 

which were found to be sold at less than fair value in 

1972. There is doubt that there will be dumping determined 

on sales of salmon gill netting at any time once the correct 

information has been evaluated. In fact, in 1982, the 

dumping order as it related to salmon gill netting, was held 

to be needed only due to the possible retardation of the 

establishment of an industry. Present competition was not 

at issue. In fact, that netting has not been produced by 

the companies in issue even with the enforcement of the 

dumping order.
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In a second hearing to revoke the order in 1983, it was 

held that an American company owned in partnership with the 

Japanese might be harmed by revocation. The nets of this 

company are produced with Japanese technology. Therefore, 

it was not a matter of import penetration which caused the 

lack of production of salmon gill netting in the U.S. but 

the need for the state-of-the-art technology. Therefore, 

the tariff rate is not at issue and can be presently reduced 

without harmful effect.

In the written summary of the testimony of Mr. Steele 

it is stated:

This legislation [H.R. 2042] is incon 
sistent with United States trade policy 
of negotiated reductions as on a quid 
pro quo basis; no unilateral reductions 
which force domestic industries whose 
production is vital to national security 
out of business.

We fail to see the relevance of national security as it 

relates to the fish net manufacturing industry and feel that 

this is another attempt by ANMO to fan the fires of pre 

judice to the detriment of foreign manufacturers whose 

production is vital to U.S. fishermen.

The representative for ANMO, Mr. Steele, continues to 

state that the domestic industry is trying to meet in 

creasing imports within the- framework of the staged reduc 

tions. He fails to note that all through the 1970's, 

with the high tariff rate in effect, the domestic industry

-9-



164

failed to undertake significant steps toward markets in 

which they did not produce netting. For them to now claim 

that they must have the high duty rate in order to move into 

new markets is a smokescreen designed for the continued 

barrier to foreign producers who supply necessary netting. 

The high tariff is quite simply a free ride for a complacent 

domestic industry. The 17% duty in and of itself is a 

protective tariff which should allow domestic firms to 

obtain any necessary capital for any and all improvements 

they honestly wish to undertake.

Further, Mr. Whitlow, another ANMO representative, 

confirms that American fishermen have problems, but feels 

that his industry may be sacrificed to help them. He fails 

to note, however, that the margin of profit for a fisherman 

is often very small, and the price of netting is therefore 

very critical for the fishermen. Net price is often a 

matter of the survival of the business of a particular 

fisherman.

The Honorable Harold Ford testified in opposition to 

H.R. 2042 by stating that U.S. firms are having a difficult 

time gaining access to Japanese markets. However, the 

production of U.S. netting has not been designed for export 

and there has been no attempt to penetrate the Japanese 

market. Exports constitute a very small percentage of 

American production for all countries, not just Japan, even 

for countries without tariff barriers.
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Further, Congressman Ford stated that the Nylon Net 

Company has been experiencing a reduced demand for fish 

netting products. One might look to the nature of the 

company and the quality of their netting since this reduced 

demand took place simultaneously with a period of excessive 

duty rates.

Also, the precarious financial position of the United 

States manufacturers of fish netting is greatly exaggerated 

by the opposition. The investigation in Salmon Gill Netting 

of Manmade Fibers from Japan (1982) (Inv. No. 751-TA-5, 

USITC Pub. No. 1234) disclosed that the majority of the 

manufacturers of fish netting questioned by the Commission 

had been profitable in 1978, 1979, and 1980. (Salmon Gill 

Fish Netting of Manmade Fibers from Japan (supra, at p. 

A-17).) The ITC report also indicates that approximately 

one half of the domestic shipments made by U.S. producers 

consists of seine netting. (Salmon Gill Fish Netting of 

Hanmade Fibers from Japan, supra, at p. A-18). The report 

notes that:

Seine netting can be produced in large 
volume from fibers and yarn that are 
readily available in the United States. 
The market for seine netting is cur 
rently dominated by the domestic pro 
ducers.

(Salmon Gill Fish Netting from Hanroade Fibers from Japan, 
supra, at p. A-13 emphasis added.)
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Also, during the recent (May 10, 1983) hearing con 

cerning H.R. 2042, James D. Williams, Esquire, counsel for 

the ANMO asserted that one of the reasons for the present 

difficulties of the domestic netting manufacturers is that 

the antidumping order on fish netting had not been adequate 

ly enforced. He also stated that since the closing of the 

Firestone plant which manufactured the nylon yarn for Nylon 

Net Company, a new source of yarn had been obtained from a 

manufacturer located in Virginia.

While Mr. Williams' statements may be true regarding 

the source of the domestic supply of the yarn, they do not 

depict the problem to its full extent. Domestic-net manu 

facturers have been reluctant to expend the money and the 

effort necessary to obtain the machinery and supplies needed 

to produce the high quality and performance product needed 

by very specialized sectors of the fishing industry. For 

example, salmon gill net fishermen require nets whose 

filament size, knotting, tensile strength, color and 

verismal clarity must be manufactured to the highest degree 

of specificity possible. Since the salmon fishing season is 

extremely short, a few short weeks at best, these fishermen 

face considerable risks in the hopes of having a plentiful 

seasonal catch. Without such an exacting product, these 

fishermen would lose a considerable portion of their poten 

tial income. It would be grossly unfair to demand that 

these fishermen use an inferior, unsatisfactory product from
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one source when a highly reliable and effective product is 

available from another. Despite repeated requests and 

specifications being submitted to the domestic net manufac 

turers, the salmon gill fishermen have never received a 

satisfactory product.

In response to Mr. Williams' assertion that a reliable 

source of domestic nylon yarn is available from a manufac 

turer in Virginia, it is submitted that this is not suffi 

cient proof that the resulting product will perform reliably 

and effectively under highly exacting conditions. It has 

been repeatedly testified by the fish netting suppliers and 

importers (ITC Investigations Nos. 751-TA-5 and 751-TA-7) 

that having a domestic source of yarn is only the beginning 

'of a multifaceted, highly complicated process. The twist 

ing, knotting, dyeing and stretching of the nets are only 

some of the numerous, slow, tedious and time-consuming 

processes which must each be repeatedly tested to ascertain 

whether they will hold up in the prescribed, rigorous 

conditions. It would be unfair to demand that the salmon
/

fishermen, who already have so much to risk, accept an 

unsure, dubiously dependable product when a reliable product 

is available. The imposition of unreasonably high rates of 

duty severely punish the salmon fisherman.

The domestic fish netting industry is not in the 

precarious position which it claims. On the other hand, the 

domestic fishing industry is in a state of turmoil and is
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richly deserving of the Government's support and encourage 

ment. ANMO should not be allowed to "cry wolf" and further 

forestall the effort to restore the United States fishing 

industry to a state of health.

V. NATIONAL PROBLEMS PRESENTED BY
THE PLIGHT OF OUR FISHING INDUSTRY

The fishing industry is vital to our national economy 

and it should be treated as such. Trade statistics indicate 

that there has been a persistent trade deficit in fish and 

fish products. For the year 1981, the trade deficit in 

creased approximately three hundred million dollars to three 

billion dollars. This trend continues. Thus, to support 

the United States fish net manufacturers at the expense of 

the entire fishing industry would unduly encourage and 

prolong our nation's dependence upon foreign supplies of a 

commodity which is still a rich natural resource.

VI. CONCLUSION

A reduction to 17% is not a drastic remedy in light of 

the fact that the domestic fish net manufacturers have 

benefitted for decades from an exceedingly high tariff. 

There are very few industries in the United States which 

presently benefit from even a 17% tariff.

In contrast to land based farmers, fishermen do not 

receive any subsidization, price supports, or preferential 

treatment, nor do they ask for such. On the contrary, they
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ask merely that Congress enable them to purchase the tools 

of their trade at a price which is not artificially high.

All that is being asked with this bill is that the 

importers and fishermen be allowed to pay duties which have 

been reasonably assessed. In time, when the domestic net 

manufacturers have produced a satisfactory, fully tested 

product which is comparable to the imported product now 

being used, the fish netting suppliers, importers and 

fishermen will consider buying them. But, until such a 

product is available, it is unconscionable to ask that so 

many bear such a high burden for so little justification. 

Surely, when all the equities have been balanced, the scales 

will clearly weigh in favor of the suppliers, importers and 

fishermen and in favor of S. 759.

This tariff rate should alleviate any fears of a sudden 

surge of imports, however unfounded those fears might be. 

An intelligent solution to pressing problems such as double- 

digit unemployment and a continuing balance of trade deficit 

must rest upon Congress's day-to-day actions on bills such 

as this. As far as the United States fishing industry is 

concerned, this small cost-savings, which would be gradually 

implemented, is desperately needed.

It is respectfully requested that the Subcommittee on 

International Trade of the Committee on Finance look favor 

ably upon S. 759. Not only would it alleviate the excessive 

burdens which must be borne by net suppliers, importers, and
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fishermen, but it would also act as a catalyst to stimulate 

an oppressed fishing industry to develop and to grow, 

thereby allowing the duty monies to be applied to the 

development and strengthening of an overburdened fishing 

industry with far-reaching favorable effects. This bill 

would protect not only the domestic fish netting manufac 

turers but also the fish net suppliers, importers and users. 

The former would still have the protection of more than 

adequate import duties and the latter would not be so 

severely burdened by unreasonably high tariff rates. Again, 

for the aforementioned reasons, it is respectfully requested 

that S. 759 be given your fullest support.

We would be pleased to provide any additional informa 

tion which might facilitate enactment of this legislation 

and we thank the Committee for this opportunity to express 

our views.

JPT:GCC:seh 
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STATEMENT OF CHARLES H. FRITTS, ARLINGTON, VA., ON BEHALF 
OF THE NEW BEDFORD SEAFOOD COUNCIL

Senator DANFORTH. Mr. Fritts.
Mr. FRITTS. Thank you, Mr. Chairman.
My name is Charles Fritts. I represent the New Bedford Seafood 

Council. These are the vessel owners and crewmen who fish out of the 
port of New Bedford, Mass. We appear today in support of S. 759, 
to reduce the tariff on imported fish nets.

Mr. Chairman, the issue comes down to this: The tariff in 1983 
ranged between 34 and 36 percent, the effective rate. This is unjustifi 
ably high. Prior to 1982 that tariff ranged between 44 and 46 percent, 
and that condition existed for at least 20 years prior. It provides too 
much tariff protection to the net manufacturers from the foreign com 
petition, while it unnecessarily raises the cost to the domestic fisher 
men.

We have found that some imported nets are generally of higher 
quality. We have also, in certain cases, been unable to obtain certain 
types of nets from domestic manufacturers.

I would also like to point out the inconsistency in the American 
trade policy toward domestic fishermen. While we have to compete 
with subsidized foreign fish products coming into this country, and 
the intent of the Magnuson Fisheries Conservation Act is to promote 
the U.S. fishing industry, we have to pay very high tariffs on the prod 
ucts we need to catch that fish. The imported products we compete 
against bear virtually no import duties.

There are approximately 200,000 commercial fishermen in the United 
States. This legislation would benefit a great number of them. By 
reducing this high trade barrier, we would expect that the prices on 
fishnets would be reduced.

The members of this committee who are from coastal States are 
aware of the financial condition of the domestic fishing industry. This 
is due in large part from competition from imports.

The present duty is a very high burden. This tariff would leave the 
domestic manufacturers with 17 percent protection. Speaking for New 
Bedford Seafood Council, we would take 17 percent protection against 
foreign fish products in a moment.

This committee has acted favorably on this legislation in the past. 
It has passed the Senate, and we request that you do so again.

Thank you.
[Mr. Charles Fritts' prepared statement follows:]
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SUMMARY OF TESTIMONY OF CHARLES H. FRITTS 

ON BEHALF OF THE NEW BEDFORD SEAFOOD COUNCIL

IN SUPPORT OF S. 759 TO REDUCE THE TARIFF 

ON IMPORTED FISH NEIS MADE OF SYNTHETIC MATERIAL

October 21, 1983

1. The New Bedford Seafood Council strongly supports

S. 759 which would immediately reduce the tariff on imported

fish nets and netting made of synthetic material from

the present ad valorem equivalent of 34? to 17? ad valorem.

2: Lowering the tariff would enable the American fisher 

man to be more competitive with the subsidized foreign 

fishing fleets.

3- A present import tariff of 34? is unjustifiable. 

The domestic net and netting industry will still be 

protected by a 17? tariff level which is still quite high.

4. The U. S. trade policy toward fishing is not consis 

tent in that foreign fish products enter the United States 

duty-free or at very low duties whereas the equipment 

which U.S. fishermen need to catch fish to produce a 

competing product bears a very high tariff.

5. The foreign made nets are often of a higher quality 

than the domestic net and in many cases, several types 

of nets manufactured in the U.S. are not readily available.

6. The cost savings to the individual fisherman would 

be significant.

7. There are over 200,000 commercial fishermen in the U.S.
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Mr. Chairman, my name is Charles Fritts. I 

appear today on behalf of the New Bedford Seafood Council.

The New Bedford Seafood Council represents over 150 

vessels and 1600 crewmen who fish out of the port of 

New Bedford, Massachusetts. In terms of the value of 

landings, New Bedford is the largest .commercial fishing 

port on the East Coast. We strongly support S. 759 to 

reduce the tariff on imported fish nets and netting made 

of synthetic material.

BACKGROUND

In 1983 the tariff on imported fish nets is 

eighteen cents (180) per pound plus 28.8$ ad valorem. 

The effective rate of this compound tariff is approximately 

34$. Prior to 1982, the tariff was twenty-five cents (250) 

per pound plus 32.5? ad valorem, an effective rate of 

approximately 44$.

The U.S. fishermen have suffered under this tariff 

structure for over twenty (20) years. Legislation to 

reduce this tariff has been introduced several times in 

the past dating back to 1970.

The tariff is scheduled to be reduced gradually 

to 17$ ad valorem in 1989. S. 759 would reduce the import 

tariff to 17? immediately.
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The reduction of the tariff would have a beneficial 

impact on the entire domestic fishing industry.

PROMOTE GROWTH OF U.S. FISHING INDUSTRY

The intent of the Magnuson Fisheries Conservation and 

Management Act and the American Fisheries Promotion Act is 

to promote the growth of the domestic fishing industry. S. 759 

is in line with that purpose in that it will reduce some of the 

costs fishermen must bear.

The U.S. suffers a $3 billion trade deficit in fish 

products. That is, $3 billion more of fish products enter 

the United States than are exported out of the United States. 

The United States is a major consumer of seafood. Our fisher 

men must compete with subsidized foreign fleets that undercut 

our prices and retard the growth of the domestic fishing in 

dustry. This legislation would reduce one of the many competitive 

disadvantages the U.S. fisherman is up against. By allowing the 

U.S. fishermen to be more competitive, we will be able to reduce 

the trade deficit in fisheries products.

COST IMPACT ON U.S. FISHERMEN

A fisherman in New Bedford will employ approximately 

eight to twelve crewmen. Throughout the year he will spend 

approximately $15,000 per year on fish nets. Should he buy
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foreign made fish nets, approximately $5,000 of that 

$15,000 will be spent to pay the import tariff.

The expense for nets and netting is even greater for 

certain other fisheries such as the Alaska ground fisher 

men and the tuna purse seiners.

The fish harvesting industry consists primarily of 

single vessel owners. Large corporations do not own or 

operate fishing vessels. Therefore the savings of the re 

duction in net tariff will have a significant impact on 

the fishing industry.

CURRENT TARIFF OF 3U% IS UNJUSTIFIABLE

From a public policy point of view, an.import tariff of 

3^% is unjustifiable. It is an enormous trade barrier. 

It increases the cost of fish nets and netting to the U.S. 

fishermen. It also provides a disincentive to the domestic 

industry to compete with the foreign product.

Even the 17? tariff level which this legislation calls 

for is a significant protective barrier which few domestic 

industries enjoy.

U.S. TRADE POLICY TOWARD FISHING INDUSTRY IS NOT CONSISTENT

The U.S. trade policy toward the fishing industry is 

not consistent. On one hand fish products are imported into 

the United States duty free or at very low duties. These, 

imports are the products the U.S. fishermen must compete 

with.
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While the imports of fish products enter this country 

duty free, the equipment the fishermen need to catch the fish 

bears a very high tariff. This is a contradiction in policy.

We seek some consistency in the tariff policy of this 

government towards the fishing industry. We are being un 

fairly treated at both ends of the spectrum in that the imports 

we compete with have very low tariffs and the equipment we need 

to harvest fish have very high tariffs. S. 759 would make the 

current situation more equitable. It would also be consistent 

with the Administration's free trade policy.

QUALITY AND AVAILABILITY OF NETS

The fishing industry requires a wide variety of nets 

and netting. As a general rule, fishermen have found that 

the foreign made product is superior in quality to the domes 

tic product. It lasts longer and maintains its quality longer. 

A fisherman cannot afford to use a net that allows fish to 

escape. There are also several types of nets that are not 

manufactured in the United States, or if they are manufactured 

in the United States they are not readily available.

In some cases we are forced to pay a tariff on nets 

that are not made in the United States. This is clearly not 

the intent of any protective tariff.
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SMALL REVENUE LOSS TO U.S. TREASURY

In costing out the revenue loss of -this tariff re 

duction, it has been determined by the International Trade 

Commission that the loss would only be a total of $1.3 

million if this bill had taken effect in January, 1983. 

This is a very small amount to the U.S. Treasury, whereas 

to the individual fisherman this is a very large amount of 

money. Most fishermen are small businessmen. Their vessel 

is the extent of their production capabilities. A 3^% 

tariff works a very unfair burden on the independent fisher 

man.

In conclusion, the enactment of S. 759 would:

1. Save fishermen thousands of dollars per 

year.

2. Establish a more consistent trade policy 

with regard to the fishing industry.

3. Reduce an unjustifiable and burdensome 

tarifif barrier.

4. Provide tariff protection of 17? to the

domestic net industry.

Legislation similar to S. 759 to reduce this tariff 

passed both the House and Senate during the last Congress. Due 

to the confusion and rush of the late session, it was struck 

during the Conference.

We ask the Committee to support S. 759 and to act favorably 

on it again this year to give the fishing industry some relief 

from its many burdens.
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STATEMENT OF JAMES D. WILLIAMS, JR., PARTNER, WILLIAMS & 
INCE, WASHINGTON, B.C., REPRESENTING THE AMERICAN NET 
TING MANUFACTURERS ASSOCIATION

Senator DANFORTH. Mr. Williams.
Mr. WILLIAMS. Mr. Chairman, my name is James D. Williams. I 

have the honor of representing the American Netting Manufacturers 
organization.

The Chair has my statement, and I would just like to make a few 
remarks on the general policy involved in this thing.

It was my honor—and I have been with this problem a long while. 
It was my honor in 1949 through 1952 to serve as legislative counsel 
to the late Senator Kobert A. Taf t of Ohio, and at that time, as now, 
the Congress was working with the idea of the tremendous adminis 
trative load of trade legislation.

The record shows that over those years from 1949 until now the 
delegation has been worked out to delegate the increase of tariff as 
well as the decrease of tariff downtown, and that the only time the 
Congress will get into the act again—for example, it's delegated with 
regard to escape clause to the ITC, delegated with regard to lowering 
the tariffs to the special trade representative, and so forth. This par 
ticular tariff was lowered under the ground rules enacted by this Con 
gress in the Trade Act of 1974, and the only exception that I know of 
over the years that the Congress has willingly acceded to, to get away 
and get back to the old pork barrel days is wnen it is completely non- 
controversial—the proposal is noncontroversial.

I would assure the chairman and the Senator from Maine that this 
is extremely controversial legislation. It is highly controversial. The 
guidelines set up in the Trade Act of 1974 have been met; the MTN 
in Geneva, the negotiation, occurred; the staging requirements in 
order to allow American industry to adjust to this were set forth in a 
multilateral negotiation with a quid pro quo that was provided for 
under the act.

So it should not be disturbed. It should not be disturbed.
The fishermen have a problem; yes. So do we. We don't think that 

this impacts on the fishermen nearly as much as passage of this legis 
lation would impact on the textile industry. This is the whole thing.

The fishermen talk about the fact that they are going to save a lot 
of money from this. Actually, when you figure it out, it will make the 
difference in purchashing a net, inasmuch as this tariff is placed upon 
the f.o.b. value, as this committee knows, of about 7 percent. They 
would pick up—on a $15,000 net, they might save $500, and if it's 
passed along to them. Maybe it will, and maybe it won't; there is no 
guarantee of that. The importer is the one who is going to decide that, 
and maybe he will decide to keep the price where it is one place and 
run a certain fish netting manufacturer with a certain kind of net out 
of business with the saving that he'd make. So you don't know. It's 
highly controversial.

They talk about subsidized imports of fish. I have told them per 
sonally I empathize and sympathize with that. If they can prove 
subsidized imports of fish, why don't they get a countervailing duty 
petition and file it against the foreign suppliers ?
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I am sorry, Mr. Chairman, I don't understand. I don't understand, 

nor does the textile industry understand, the reason why the tradition 
of delegation and the legal requirements of the Trade Act of 1974 
suddenly are tossed out the window.

Now, as far as products are concerned, we have written the New 
Bedford fishermen and we have talked with them. We have urged 
them. We have told them that we would work with them to develop 
products. When we have worked with fishermen to develop products, 
the domestic cost of these products to these fishermen was decreased, 
in polyethylene trawl netting, by 20 percent once we worked with 
them.

So we are on the record for working with them. We have an exhibit 
now at Fish Expo that starts in a few days out in Seattle, Wash., 
where we are helping to work with them to solve their problems. We 
don't think that this bill is the answer.

Thank you, Mr. Chairman.
Senator DANFOHTH. Thank you.
[The prepared statement of Mr. James D. Williams, Jr., follows:]
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SUMMARY OF

STATEMENT IN OPPOSITION OF 

S. 759

1. S. 759 would immediately slash the tariff on man-made fiber
fishing nets and fish netting from the present ad valorem equi 
valent of 33.4% to 17% ad valorem. This cut would compress the 
staged reductions, negotiated in the 1979 Tokyo Round (MTN), 
which will reach 17% ad valorem in 1989.

2. The U.S. fish netting industry is in precarious economic condi 
tion:, imports have taken over 1/3 of the U.S. market; sales 
and profits have declined from 1981 to 1982; and, the tariff 
rates are decreasing yearly. To chop the duty in half in one 
fell swoop would be economically disasterous*

3. This legislation is highly controversial because the bill would 
gratuitously eliminate the negotiated agreement, arrived at on 
an international quid pro quo basis by-passing key provisions 
of the MTN thereby going counter to established U.S. trade 
policy.

4. Passage of S. 759 would create an inappropriate and extremely
dangerous precedent. The U.S. tariff policy will no longer have 
a certainty to it; industry by industry foreign sources will 
move through importers to have tariffs reduced by Congress, and 
the entire textile industry will have to wonder which of its 
segments is next.
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The American Netting Manufacturers Organization, ANMO, is 

composed of eight member companies which produce approximately 70 

percent of all fish netting manufactured in the United States. 

ANMO members are located throughout the United States (See Appendix 

1).

S. 759 would immediately cut the tariff on man-made fiber 

fishing nets and fish netting (virtually the only type of commer 

cial fish netting used today) from the present ad valorem equiva 

lent of 33.4% to 17% ad valorem. This would be an immediate 49% 

reduction. A 55% reduction in the tariff was negotiated in the 

1979 "Tokyo Round" of Multilateral Trade Negotiations (MTN). This 

reduction, like virtually all negotiated tariff reductions, is 

staged over eight years; for fishing nets and fish netting the 

staging started on January 1, 1982, and the final reduction to 17% 

ad valorem is scheduled to go into effect on January 1, 1989 (See 

Appendix 2). Two of the staged reductions have already occured.

Tariff reductions, negotiated on a quid pro quo basis, are 

staged over a number of years to allow United States industries 

affected by the loss of tariff protection an opportunity to adjust 

gradually to the increase in foreign competition. The United States 

fish netting industry has been particularly,hard hit by import 

competition (See Appendix 3) and thus strongly opposes the early 

and immediate reduction called for in S. 759.

Import Penetration

The domestic industry picture is bleak. Appendix 3 compares
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imports with domestic production and consumption. Appendix 4 

shows imports by source for the past six years. For 1982 (the 

latest year for which figures are available) import penetration 

reached 33 1/3% in only the first year of the staged reduction. 

Japan, South Korea and China (Taiwan), three Far East coun 

tries, have consistently accounted for more than three-quarters 

of the imports in the years 1977 - 1982.

Efforts to Compete With Imports

Like many other manufacturers, the fish netting industry has 

been fighting a battle for survival first against Japanese imports 

and then against imports from Korea and Taiwan. We obtained an 

antidumping order in 1972 which was laxly enforced until Congress 

tightened up the law. The feeling now is that the industry has a 

chance of survival, but will not survive if S. 759 is enacted.

The United States fish netting industry has made and is mak 

ing strenuous efforts to meet increasing imports within the frame 

work of the staged tariff reductions. Two examples are: 1) Poly 

ethylene trawl netting and 2) Monofilament netting.

Approximately five years ago the market started experimenting 

with polyethylene trawl netting. Initially, all of this netting 

was imported. Then several domestic companies began to import the 

twine to make the netting. These companies found they could not 

import the yarn or twine at'a price which would make their netting 

competitive, yet they were not in a position to make the twine 

without large capital expenditures. Domestic firms had to invest
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in extrusion equipment to extrude the yarn, braiders to braid the 

yarn into twine, and heat setter depth stretchers to process the 

netting after it came off the machines to make quality nets. 

Some domestic firms made these capital investments and began pro 

duction. Consequently, the price of polyethylene trawl netting 

dropped sharply. Domestic competition for the imported netting 

dropped the market price 20%!

Another area domestic manufacturers are pursuing is the pro 

duction of highly efficient monofilament netting for the lower 

Mississippi fisheries. This will also require substantial capi 

tal investment. The result of an instant tariff cut would be the 

drying up of capital funds needed for product development. Domes 

tic firms would not be able to complete development projects like 

monofilament netting.

Dangerous Precedent

The United States MTN negotiators in Geneva were advised by 

Industry Sector Advisory Committees (ISAC) with regard to the 

domestic industry situation. One task of these Committees was to 

provide counsel to the negotiators so they could ensure that no 

negotiated concession destroyed a U.S. industry. The concession 

on fish netting was negotiated under these conditions. The domes 

tic industry has reluctantly accepted the concessions in good 

faith. To reduce immediately the rate to 17% ad valorem would set 

an inappropriate and extremely dangerous precedent by ignoring 

negotiated concessions and industry advice sought during the nego 

tiations.
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This proposed unilateral elimination of staging requirements 

would mean that Congress is giving away, gratuitously, a trade 

concession without requiring a reciprocal quid pro quo. Such an 

act in itself creates a dangerous precedent in a national foreign 

trade policy based on reciprocity since the days of Cordell Hull.

Should this drastic step be taken, the entire U.S. textile 

industry will be put on notice; each segment will wonder if it is 

next on the hit list. Implementation of the first stage of the 

textile tariff concessions negotiated in Geneva was delayed for 

two years because of the sensitivity of the textile industry. 

Fish netting is a significant sector of the textile industry. The 

rest of the industry can but wonder if the fish netting sector 

will be the first concession and all the other sectors will be 

similarly hit like a chain of dominoes.

We understand the American fishermen have problems, but we 

are not the cause. We do not believe our industry should be sacri 

ficed merely to permit some potential for short term gain for U.S. 

fishermen when actually their problems are much deeper and broader 

than this narrow area. Further there is no assurance that a tar 

iff saving would be passed along to them by importers or distribu 

tors. This area, minor for them, is critical for us the survival 

of our industry.

Unilateral reduction of import tariffs particularly on tex 

tile goods is contrary to U.S. trade policy, which is to provide 

tariff reductions through international negotiation and not to
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make them on a unilateral, non-negotiated basis. S. 759 contem 

plates a gift to Japanese and other foreign manufacturers without 

any compensation that would provide similar increased access to 

foreign markets for U.S. goods.
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Appendix 1

AMERICAN NETTING MANUFACTURERS ORGANIZATION 

MEMBERS

BAYSIDE NET S TWINE CO., INC. 
Brownsville, TX 78520

BLUE MOUNTAIN INDUSTRIES 
Blue Mountain, AL 36201

CARRON NET COMPANY, INC. 
Two Rivers, WI 54241

MID LAKES MANUFACTURING CO. 
Knoxville, TN 37918

NYLON NET COMPANY 
Memphis, TN 38101

HAGIN FRITH & SONS CO. 
Willow Grove, PA 19090

NORTHWEST NET & TWINES, INC. 
Everson, WA 98247

HARBOR NET & TWINE CO,, INC. 
Hoquiam, WA 98550

28-805 0-84-13
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Appendix. 2

Staged Reductions on Fish Netting and Fishing
Nets of Manmade Fiber Negotiated in the

MTN.'

Effective 
Date

Pre-Concession date

January

January

January

January

January

January

January

January

1,

1,

1,

1,

1,

1,

1,

1,

1982

1983

1984

1985

1986

1987

1988

1989

Rate

250 / Ib. +

21ft / Ib. +

18(f / Ib. +

15*! / Ib. +

12?! / Ib. +

9f£ / Ib. +

6?! / Ib. +

3?! / Ib. 4-

17%

Average ' 
Ad valorem Equivalent ~LJ

32.

30.

28.

26.

24.

22.

20.

18.

5%

6%

6%

7%

8%

9%

9%

9%

39.

36.

33.

30.

28.

25.

22.

19.

1%

2%

3%

7%

0%

3%

5%

7%

17%

I/ Based on 1982 imports for consumption from all countries.

Williams s Ince 
October 1983



Pi
sh
 N
et
ti
ng
 a

nd
 F

is
h 
Ne
ts
 o

f 
Ma
n-

ma
de
 F

ib
er
: 

U.
S.
 
Sh
ip
me
nt
s,
 
Im
po

rt
s 

fo
r 
Co
ns

um
pt
io

n,
 
To
ta
l 

U.
S.
 

Ex
po
rt
s,
 A

pp
ar
en
t 
Co
ns
um
pt
io
n,
 
an
d 
Ra
ti
o 
of
 I
mp
or

ts
 t

o 
Ap
pa
re
nt
 C
on

su
mp
ti

on
, 

19
77

-1
98

2.

19
77

19
78

19
79

19
80

19
81

19
82

19
77

19
78

19
79

19
80

19
81

19
82

4,
39
3

4,
95
0

5,
56
7

4,
41
9

4,
36
5

4,
25
8

11
,5
98

13
,5
82

16
,6
90

14
,3
01

14
,5
41

13
,3
80

Im
po
rt
s

fo
r 

Co
ns
um
pt
io
n

1,
45
3

1,
82
2

2,
31
5

2,
04
7

1,
50
1

1,
93
5

4,
43
3

6,
30
2

9,
22
5

7,
23
7

5,
77
1

7,
28
3

Qu
an
ti
ty
 

(1
,0
00
 I

bs
.)

22
7

19
9

27
1-

35
9

40
3

Va
lu
e

($
1,

00
0)

2/ 40
5

47
6

77
4

84
3

1,
80
6

Ap
pa
re

nt
 

Co
ns

um
pt
io

n

5,
84
6

6,
54
5

7,
68
3

6,
19
5

5,
50
7

5,
79
0

16
,0
81

19
,4

79
25
,4

39
20
,7

64
19
,4

69
18
,8
57

Ra
ti
o 

Im
po

rt
s 

to
Ap
pa

re
nt

Co
ns
um
pt

io
n

(P
er
ce
nt

)

24
.9

27
.8

30
.1

33
.0

27
.3

33
.3

27
.9

32
.4

36
.3

34
.9

29
.6

38
.6

I/
 

Ex
po

rt
 C
la
ss
if

ic
at
io

n 
in
cl
ud
es
 
fi
sh
 n

et
ti
ng
 a
nd
 f

is
h 
ne
ts

 o
f 

te
xt
il
e 

ma
te
ri

al
s.
 

2/
 
No
t 

se
pa
ra
te
ly
 r

ep
or
te
d.

So
ur
ce
: 

U.
S.
 
sh
ip
me
nt
s 

ar
e 

es
ti
ma
te
d 

to
ta
l 

sh
ip
me
nt
s 
ba
se
d 

on
 c
om
pi
le
d 
da
ta
 f

ur
ni
sh
ed
 b
y 
AN
MO
 m
em
be

rs
, 

im
po
rt
s 

an
d 

ex
po
rt
s 

co
mp
il
ed

 f
ro
m 
of
fi
ci

al
 s

ta
ti
st
ic

s 
of
 U

.S
. 

De
pa
rt
me
nt
 o
f 

Co
mr
er

ce
.

Wi
ll
ia
ms
 
& 
In
ce
 

16
20
 E

ye
 S

tr
ee
t,
 
N.
W.
 

Wa
sh
in
gt
on
, 

D.
C.

Oc
to

be
r 

19
03

f I sr



Co
un

try

U
.S

. 
IM

PO
RT

S 
TO

R 
CC

NS
UM

Plp
CN

 O
F 

FI
SH

 N
ET

TI
NG

 O
F 

W
K1

MA
DE

 F
IB

ER
, 

BY
 C

OU
NT

RY
 

!•!,' 
19

77
 -

 1
98

2

19
77

19
78

A
us

tra
lia

Be
lgi

um
Ca

na
da

Ch
in

a 
(M

)
C

iin
a 

(T
)

De
nm

ark
Fi

nl
an

d
Ge

rm
an

y
Ho

ng
 K

on
g

Ic
el

an
d

Ir
el

an
d

It
al

y
Ja

pa
n

Ko
re

an
 R

ep
.

M
ex

ico
N

et
he

rla
nd

s
No

rw
ay

Pa
na

ma
Pe

ru
Ph

ili
pp

in
e 

Re
p.

Po
rtu

ga
l

Ro
ma

nia
•S

pa
in

Sr
i 

La
nk

a
Sw

ed
en

Th
ai

la
nd

Tr
in

id
ad

U
ni

te
d 

Ki
ng

do
m

To
ta

l

0
37

5
45

,0
65 0

11
5,

07
9

7,
89

6 0 0 0 0
' 

0 0
95

5,
06

1
23

5,
43

1
28

,0
03 89

4
2,

00
0

26
,3

56 0 0
20

,5
24 0 0

1,
11

9 0
1,

85
7 0

13
,5

26
1,

45
3,

18
6

0
2,

10
7

92
,7

33 0
13

0,
91

4
20

,7
09 0 0

1,
47

9
77

2 0 0
1,

19
8,

00
"!

20
2,

62
7

44
,5

52
1,

36
0

17
5

14
,5

17 0
8,

00
0

52
,8

01 0 0 0
88

2
12

,2
83 0

37
,9

89
1,

82
1,

98
4

(Q
ua

nt
ity

 i
n 

Po
un

ds
)

19
79

 
19

80
19

81

I/
. 

In
cl

ud
es

 4
,4

52
 p

ou
nd

s 
im

po
rte

d 
fro

m
 F

ra
nc

e 
an

d 
59

0 
po

un
ds

 i
m

po
rte

d 
fro

m
 I

nd
on

es
ia

.
7/

 
In

cl
ud

es
 2

10
 p

ou
nd

s 
im

po
rte

d 
fro

m
 F

ra
nc

e.
So

ur
ce

: 
Co

m
pi

led
 f

ro
m

 o
ff

ic
ia

l 
st

at
is

ti
cs

 o
f 

th
e 

U
.S

. 
D

ep
ar

tm
en

t 
of

 C
om

me
rce

.
V

j.l
lia

m
s 

& 
In

oe
O

ct
ob

er
 1

98
3

19
82

0
2,
39
2

12
9,
71
2 0

79
,5
66

21
,8
57 22

2,
74
0

1,
13
2 

'
2,
77
6 0

17
6

1,
61
1,
 -1

03
17
9,
12
7

37
,5
30 43
0

44
0 0

36
,2
90

26
,2
83

96
,9
76
0

7,
33
0 0 40

25
,6
84
0

48
,1
79

2,
31
5,
12
7 

I/

0
10
,0
55

12
6,
54
7 0

12
2,
40
1

28
,7
49 38
1

13
,0
40

1,
16
8

75
2

2,
12
8 4

1,
12
7,
35
3

29
7,
84
2

16
,3
96

6,
95
3

18
,1
82 80
0 0

9,
75
0

99
,8
85
0

'3
6,
00
9 0 0

22
,2
32 0

10
6,
10
4

2,
04
6,
73
7

0
7,
70
5

14
0,
42
4

13
,6
73

27
6,
64
4

23
,8
21 0 0
26
5

82
4 0 0

81
3,
09
7

98
,4
58
0 

.
1,
41
1

52
9

5,
54
6

58
2

18
,7
33

27
,0
67
0

30
,2
60
0

66
9

1,
46
1 0

39
,1
35

1,
50
1,
10
4

0
17
,5
01

20
3,
75
9

3,
20
3

52
0,
95
9

28
,1
66
0 0 0

18
 ,
-1
07 0

59
5

76
6,
02
5

25
7,
47
8 0

69
1

1,
10
0

40
,0
00 0

15
,2
28

32
,1
77 0

3,
43
4 0 0

1,
63
8 0

25
,1
12

1,
93
5,
38
6

o. K



ilfll
Senator DANFORTH. Senator Mitchell.
Senator MITCHELL. Thank you.
Mr. Williams, I notice from your statement you are associated with 

Mr. Ince. Is he a partner of yours ?
Mr. WILLIAMS. He is a partner of mine, sir.
Senator MITCHELL. And did he participate last year in the delibera 

tions concerning this bill ?
Mr. WILLIAMS. My understanding is that he did, sir.
Senator MITCHELL. Right.
Are you familiar with those deliberations at all ?
Mr. WILLIAMS. No; I am not, sir.
Senator MITCHELL. Well, what happened, Mr. Williams, was that 

this committee approved the legislation in its original form.
Subsequently a question arose, because one of the members was not 

present at the time. And at his suggestion, we negotiated a compromise, 
in which I understand Mr. Ince was involved. And even though the 
committee had approved it unanimously, still there was a negotiated 
compromise, and it was then passed by the Senate in the compromised 
version.

When it got to conference, my understanding is that Mr. Ince ad 
vised the House Members that he no longer supported the compromise. 
And as a result, the matter was not included in the conference report.

Now, I would like to have you, if you were not personally involved, 
talk to Mr. Ince and write a letter to me either confirming what hap 
pened—and if it did happen, I would like an explanation as to why 
someone would negotiate a compromise at this level; then, having 
gotten that much, when it got to conference say, "Well, we no longer 
agree with the compromise." And if that's not accurate, I would like 
an accurate statement as to what occurred.

Mr. WILLIAMS. Could I respond—to the extent that I may—at this 
moment?

Senator MITCHELL. Sure.
Mr. WILLIAMS. It is my understanding, sir, that everything you say 

is correct; except there was a meeting last October of the American 
Netting Manufacturers Organization—as I recall it was on the 14th or 
15th of October about a year ago—in my offices, at which time this 
compromise came up that had been discussed, as you very well say.

Senator MITCHELL. Had been "agreed to," not had been "discussed."
Mr. WILLIAMS. Whatever. As I say, I was not part of it. I will accept 

your word.
The point was that the membership had not agreed to it, and the 

membership found out about it at that point and repudiated it. Now, 
that's the fact. I can tell you that much, because I was there. That's the 
only part of it that I was in on.

Senator MITCHELL. Well, let me assure you that having gotten the 
bill passed by the committee, I would never have agreed to a com 
promise had I known that the party on the other side was not agree 
ing to the compromise. What conceivable benefit would there be for 
someone who is a proponent of the legislation that has alreadv been 
approved by the committee, then agrreed to a lesser version under the 
circumstances which you have described ?



Mr. WILLIAMS. I understand the Senator's embarrassment, and I 
personally, for whatever good it is, apologize for the situation—which 
I had nothing to do with. But I can understand the situation.

Senator MITCHELL. I would like a letter indicating or explaining 
what the position is.

Mr. WILLIAM. I would be glad to.
Senator MITCHELL. Well, I know we have a lot of people waiting 

and a lot of legislation. I would just say, Mr. Williams, that the testi 
mony last year was very compelling that, first, many of the products 
involved are not produced by domestic manufacturers. And with the 
17-percent tariff to be reached in any event in a few years, there is no 
prospect of their commencing production of these products at any time 
between now and then, and that therefore the only effect is not to 
protect anybody—because I am as much concerned about American 
jobs as anyone else—but to increase the price to the domestic fisherman.

And, as both Mr. Fritts and Mr. Hoffman have suggested, notwith 
standing this truly enormous error which does not exist in most other 
areas, these imports have increased because of the quality, the unavail 
ability domestically of some, and it just seems that there is no real basis 
for the position which you set forth.

Mr. WILLIAMS. Senator, may I respond ?
Senator MITCHELL. Yes.
Mr. WILLIAMS. Let me just say one quick thing, if I can do it. I have 

talked with the New Bedford people—Mr. Fritts—and I have dis 
cussed it. I have expressed to him the keen desire at all times of the 
domestic manufacturers to work with the fishermen to make whatever 
it is—whatever it is that will help them. We have concern for them; 
they are fellow Americans.

Pursuant to a luncheon conversation I had with Mr. Fritts, one of 
our members, Blue Mountain Industries in Blue Mountain, Ala., wrote 
to Jim Kostakis of New Bedford, and he says:

Please be assured that the U.S. netting manufacturers are eager to work with 
you and your fishermen.

This is dated June 10,1983.
We will do everything possible to provide the products and service you desire. 

During our conversation, you stated that the fishermen in your area are interested 
in additional domestic sources of the polypropylene webbing they are currently 
using. You agreed to send me samples of the particular netting along with 
specifications. Once I have received this netting I will pass it on. ...

We haven't received the samples on the netting yet.
Mr. FRITTS. May I respond, Senator ?
Senator MITCHELL. Mr. Fritts, yes. Go ahead.
Mr. FKITTS. Mr. Kostakis—there was communication between the 

two. The net manufacturer who is the person who makes the nets 
requested the user of the net to send to the manufacturer samples. I 
think we have the cart before the horse. They are the salesmen, the 
manufacturer. We did not promise to send samples; we said, "Send us 
samples; we will tell you what we need," or "we will consider the 
products you have."

That was the last of the communication. There was no follow up, no 
salesman approached the potential purchasers in this matter.

Senator MITCHELL. I must say, Mr. Williams, it doesn't sound like 
very aggressive interest in the market when the manufacturer calls the



customer and says, "Well, if you will send me a sample, maybe I'll 
think about making it and selling it to you." Most people who are 
really interested in producing and selling things produce them and go 
sell them.

Well, I don't want to take any more time, because I know we have 
other legislation. Thank you, Mr. Williams. And thank you both, Mr. 
Fritts and Mr. Hoffman.

Senator DANFORTH. Senator Matsunaga.
Senator MATSUNAGA. No questions, Mr. Chairman.
Senator DANFORTH. All right.
Thank you very much, gentlemen.
Mr. Alterman and Mr. Nehmer, on S. 1184.

STATEMENT OP STEPHEN A. ALTERMAN, EXECUTIVE VICE PRESI 
DENT AND GENERAL COUNSEL, AIR FREIGHT ASSOCIATION, 
WASHINGTON, D.C.
Mr. ALTERMAN. Thank you, Mr. Chairman, members of the 

committee.
My name is Steve Alterman, and I am executive vice president 

and counsel for the Air Freight Association of America.
Our association is made up of airlines, air freight forwarders, who 

are major importers into this country. We strongly support enact 
ment of S. 1184, a bill to increase the informal customs entry limit 
from $250 to $1,000.

It should be noted that it is not a question now of whether there 
should be an informal entry procedure, but rather only a question of 
the amount of that informal entry. The current $250 limit was enacted 
in 1953, 30 years ago, and has not been adjusted at all to take into ac 
count the inflation of the past 30 years. The same items which would 
have been available for informal entry in 1953 are now excluded from 
informal entry due to this inflation. Therefore, it is the position of the 
Air Freight Association that the original intent of Congress, estab 
lishing an informal entry limit, is not being met with the current $250 
limit.

This artificial limit imposes a severe hardship on small importers 
who are forced to endure inconvenience, delay, and expense in the 
customs clearing procedure for relatively inexpensive shipments.

Furthermore, the enactment of S. 1184 will relieve an unnecessary 
burden on the U.S. Customs Service, and we have been informed by 
the Customs Service that they think enough data can be compiled for 
monitoring purposes under an increased limit.

Finally—I will be brief—to the extent that S. 1184 is opposed by 
members of the textile industry, and it has been in the past, and I 
notice Mr. Nehmer is here today, the association is not opposed to an 
exemption of the proposed limit to accommodate this segment of 
American business. Indeed, we have been informed that Hon. Stuart 
McKinney, Representative from Connecticut, has or will shortly be in 
troducing a companion bill in the House of Representatives which 
would also increase the limit and will specifically exempt the textile 
industry from the workings of that bill.

Thank you.
Senator DANFORTH. Thank you, sir.
[Mr. Stephen A. Alterman's prepared statement follows:]
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BEFORE THE 

UNITED STATES SENATE COMMITTEE ON FINANCE

S.1184 

October 9, 1983

Comments of the Air Freight Association 

Stephen A. Alterman, Executive Vice President and Counsel

Good Morning, My name is Stephen A. Alterman and I am 

Executive Vice President and Counsel for the Air Freight 

Association. The Association is a nationwide trade organ 

ization which represents a large segment of the air cargo 

industry. Our members include airlines, air freight forwarders, 

and companies which provide both services to the U.S. shipping 

public. A list of AFA members is attached hereto as Exhibit I.

Most of the members of the air freight industry operate 

internationally as well as domestically and are therefore 

vitally interested in any legislation designed to ease the 

Customs entry process. S.1184 is one such piece of legislation. 

At a time when budget cuts and an ever increasing number of 

imports threaten to swamp the U.S Customs Service with more 

work than it can efficiently handle, any move to simplify 

customs procedures must be viewed as a positive step. Such 

legislation now sits before this committee and should be 

expeditiously approved. Introduced by Senator Spark Matsunaga
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of Hawaii, Senate Bill S.1184 would amend the Tariff Act of 

1930 to increase from $250.00 to $1,000.00 the amount allowed 

for informal entry of commercial goods.

Under the provisions of informal entry, the consignee is 

permitted to pay duties and obtain imported goods whose value 

does not exceed the legal limit at airport customs stations at 

the time of their arrival. In turn, reduced paperwork and 

lower brokerage fees (which can amount to as much as 50% less, 

if a broker is used) make informal entry a particular asset to 

small businesses. The inability to use this procedure on 

shipments with a value of over $250.00 creates an artificial, 

government-imposed, restriction on international trade and 

creates unfair and unwarranted burdens on customs personnel who 

are currently past the limits of their efficient capabilities.

When originally signed into law as the nation's basic 

customs legislation, the Tariff Act of 1930 provided for a 

$100.00 value limit for informal entry of commercial merchandise 

into the United States. This amount was increased to $250.00 

in 1953 and has remained there ever since, notwithstanding the 

fact that significant inflation has reduced the purchasing 

power of the dollar to approximately one-quarter of its 1953 

value. Thus, precisely the same goods which once qualified for 

informal entry now must be treated as a formal entry, a much 

more cumbersome, time-consuming and expensive process. The net 

result of the use of the out-dated $250.00 limit, coupled with 

the inflation rate since 1953, has been to violate the clear 

intent of the customs laws. A new, updated limit, is needed now 

to cure this inequitable situation.
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In further support of S.1184, it should be noted that some 

of our'major trading partners, Canada, for example, have higher 

informal entry limits. In addition, other individual supporters 

of a change in U.S. law will undoubtedly come from the growing 

international small package trade, as the value of most small 

packages falls squarely within the $250.00 to $1,000.00 range. 

For example, Air Express International, one of the country's 

major international air freight forwarders, reports that it is 

currently handing approximately 10,000 shipments per month from 

the United States under it "Interpak", or door-to-door, service, 

but only 500 such shipments into the United States. The major 

reason for this imbalance is the current $250.00 informal 

customs entry limt.

Finally, perhaps the most telling argument in favor of 

the immediate passage of S.1184 is that we understand that the 

U.S. Customs Service itself is in firm support of this legislation. 

More informal entry results in less work for the harried agency, 

whose workforce is barely able to keep up with its required 

tasks. Therefore, the passage of S.1184 will prove to be as 

great a boom to the Customs Service as it will be business 

large and small throughout the country.

Finally, in the past, opposition to legislation similar to 

S.1184 has come from members of the textile industry who 

themselves are under severe pressure from foreign importers. 

Recognizing this problem, the Air Freight Association would 

not object to exempting the textile industry from the increased 

informal customs entry provisions.
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In summary, because the intent of S.1184 is the facil 

itation of international trade and the improved efficiency 

of the U.S. Customs Service, the Air Freight Association 

strongly supports its passage as quickly as possible.

Thank you very much.
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AFA MEMBERSHIP LIST

AIR EXPRESS INTERNATIONAL

AIRBORNE FREIGHT CORPORATION

AIRSPEED, INC.

AMERFORD INTERNATIONAL CORPORATION

ASSOCIATED AIR FREIGHT

BURLINGTON NORTHERN AIR FREIGHT, INC,

CAM AIR INTERNATIONAL (formerly 
Fleming International Airlines)

COMBS AIRWAYS, INC.

EMERY AIR FREIGHT

EVERGREEN INTERNATIONAL AIRLINES

FLYING TIGER LINE

GENERAL AVIATION, INC.

IMPERIAL AIR FREIGHT

NORTH AMERICAN VAN LINES

PILOT AIR FREIGHT

PROFIT FREIGHT SYSTEM

8MB STAGE LINE, INC.

SOUTHERN AIR TRANSPORT

SUMMIT AIRLINES, INC.

SURFAIR

TRANSAMERICA AIRLINES

WTC AIR FREIGHT
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STATEMENT OF STANLEY NEHMER, PRESIDENT, ECONOMIC CON 
SULTING SERVICES, WASHINGTON, B.C., ON BEHALF OP THE 
LEATHER PRODUCTS COALITION AND THE AMERICAN FIBER, 
TEXTILE, APPAREL COALITION
Senator DANFORTH. Mr. Nehmer.
Mr. NEHMER. Mr. Chairman, my name is Stanley Nehmer. I am here 

on behalf of two separate coalitions—the Leather Products Coalition, 
consisting of 6 organizations employing 250,000 people in this coun 
try, including the footwear, luggage, handbag, leather-wearing ap 
parel, personal leather goods, and work gloves; and the American 
Fiber, Textile, Apparel Coalition, consisting of 21 organizations em 
ploying 2 million workers located in every one of the 50 States.

In response to the request for written statements on S. 1184,1 have 
counted at least nine separate statements which have been submitted 
to the committee. And I do ask that that plus the two statements which 
we have submitted be included in the record.

Mr. Chairman, members of the committee, this is not innocuous tech 
nical legislation; this is highly controversial legislation with signifi 
cant substantive impact on the industries on whose behalf I am here 
today. All of their products are in schedules 3 and 7 of the Tariff 
Schedules of the United States.

First, with regard to the Leather Products Coalition and their 
concerns.

I think it ought to be noted that goods which are entered under the 
informal entry system go unrecorded in the official Tariff Schedules by 
commodity and by country. And these statistics are absolutely vital 
to any industry that is concerned about imports and the impact of 
imports on their industry and on their market.

I would like to attach to the testimony of the Leather Products Coa 
lition one page from the Foreign Trade Statistics of the United States, 
which shows how the Census Bureau records informal entries. They 
are estimates; there is no breakdown with regard to the items which 
are imported.

In 1982 almost 14 percent of all of the leather product entries into 
the United States were valued between $251 and $1,000. And this 
included 27 percent of the entries of flat goods or personal leather 
goods, over 25 percent of the entries of leather apparel, 22 percent of 
the entries of handbags.

If the informal entry system had raised the level to $1,000, I can 
assure the members of this committee that the number of such entries 
would have been even greater.

I have to say something which may sound very, very harsh; but 
increasing the informal entry level to $1,000 would be a license to 
cheat, because of the possibility of deliberate undervaluation in order 
to come in under the informal entry level.

With regard to the fiber, textile, and apparel aspects of the prob 
lem, within the time that I have available, I am sure the members of 
the committee are aware of the existence of the multifiber arrange 
ment, which requires a sophisticated monitoring system by which 
textile and apparel imports are charged against maximum allowable 
levels.
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There already is on record a very serious violation of that with 
regard to Hong Kong, and that is reported in my testimony with an 
article from a Hong Kong publication, showing the abuse that oc 
curred and the action taken by U.S. Customs in actual undervaluation 
of imports from Hong Kong.

Imports of cotton shirts from the Peoples' Eepublic of China are 
valued at less than $1 per shirt. It doesn't take much to imagine the 
number of shirts that can be imported under the informal entry 
system and not be recorded in the official import statistics of the 
United States.

It is necessary for import-sensitive industries such as textiles, ap 
parel, the leather products industries, to be able to know what the 
trade data are so that action can be taken to prevent those imports 
from further injuring the domestic market, the domestic industry, 
and the workers who work in the footwear industry, in the textile 
industry, in the apparel industry, and in the other leather products 
industries.

Thank you, Mr. Chairman and members of the committee.
Senator DANFORTH. Thank you, sir.
[Mr. Stanley Nehmer's prepared statements follow:]
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TESTIMONY OF 
LEATHER PRODUCTS COALITION

Amalgamated Clothing and Textile Workers Union, AFL-GIO
Footwear Industries of America, Inc.
International Leather Goods, Plastics and Novelty Workers'

Union, AFL-CIO
Luggage and Leather Goods Manufacturers of America, Inc. 
United Food and Commercial Workers Union, AFL-CIO 
Work Glove Manufacturers Association

Presented By

Stanley Nehmer
President

Economic Consulting Services Inc.
1320 Nineteenth Street, N.W., Suite 600

Washington, D.C. 20036

To The

Subcommittee on International Trade 
Senate Finance Committee

In Opposition To
S. 1184, A Bill To Increase The

Informal Entry Ceiling

October 21, 1983



202

SUMMARY

The Leather Products Coalition opposes S. 1184, a bill 
to increase the ceiling on informal entries from $250 to 
$1,000 because such an increase would result in statistical 
discrepancies with respect to import data, and thus make 
import monitoring more difficult.

Because of the way Census records statistics for infor 
mal entry purposes, a shipment of an industry's products, 
for example several varieties of footwear, could be well in 
excess of the informal entry ceiling but still be processed 
as a informal entry (for recording purposes) so long as each 
specific footwear category in the shipments was under the 
informal entry ceiling. Obviously, as the ceiling is 
increased so are the number of commodity statistics that go 
unrecorded.

The leather products industries are susceptible to large 
volumes of low-valued imports. Indeed, in 1982, 13.7 per 
cent of all leather-related product entries were valued be 
tween $251 and $1,000. Census has estimated that increasing 
the informal entry ceiling to $1,000 would result in a 22 
percent reduction in the number of import records processed.

Increasing the informal entry ceiling to $1,000 will 
also exacerbate the already rampant practice of under 
valuation of shipments and misclassification of articles in 
order to escape payment of proper duty rates.

It is precisely because these industries   luggage and 
flat goods, work gloves, handbags, 'footwear and leather 
wearing apparel   are so import sensitive that they rely so 
heavily on accurate trade data. Import penetration rates 
for these industries range from 30 to 85 percent. Such data 
are vital with respect to Trade Act filings and to accura 
tely monitor the impact' of trade flows on the domestic 
market.

We ask the Subcommittee not to favorably report S. 1184.
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My name is Stanley Nehmer. I am President of Economic 

Consulting Services Inc. I am here today in my capacity as 

consultant to the leather products industries and as a 

representative of the Leather Products Coalition whose mem 

bership consists of the following organizations:

Amalgamated Clothing and Textile Workers Onion, AFL-CIO
Footwear Industries of America, Inc.
International Leather Goods, Plastics and Novelty Workers'
Union, AFL-CIO

Luggage and Leather Goods Manufacturers of America, Inc. 
United Food and Commercial Workers Union, AFL-CIO 
Work Glove Manufacturers Association

i
The leather products sector includes such products as

work gloves; nonrubber footwear; luggage; personal leather 

goods; handbags; and leather wearing apparel.

The Leather Products Coalition is strongly opposed to S. 

1184, a bill which would increase the ceiling on informal 

entries from $250 to $1,000. Raising the ceiling on infor 

mal entries would result in statistical discrepancies with 

respect to import data, and thus make monitoring of imports 

more difficult.

I think it would be useful to examine briefly how infor 

mal entry procedures affect the Government's counting of 

imports. Goods which are imported under informal entries go 

unrecorded in the official TSUSA commodity by country sta 

tistics maintained by the U.S. Bureau of the Census. These 

statistics are vital to any industry concerned about imports 

and the impact of imports on their industry and market. 

Even under the present ceiling of $250, imports entering

28-805 O - 84 - 14
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under informal entry procedures are not counted in the rele 

vant trade statistics by commodity. Census merely estimates 

the approximate value of total import shipments valued at 

$250 or less for inclusion in a single, basket commodity 

classification by country of origin. This basket category 

is TSUSA 999.9500 '("under 251 formal and informal entries 

estimated"); in 1982 the value of U.S. imports in TSUSA 

999.9500 was $395.5 million, and the total number of infor 

mal entries was 27,112. Any shipments of imported goods 

valued at under $250, such as, for example, shoes, do not 

get included in the import statistics on shoes but would 

merely be counted in TSUSA 999.9500. The first attachment 

to my testimony contains a page from the Bureau of the 

Census Publication FT 246 which illustrates this point. 

These data are absolutely useless in determining the 

articles, their value, or their quantity contained therein.

In 1982, 13.7 percent of all leather-related product 

entries were valued between $251 and $1,000. This includes 

almost 27 percent of the entries of flat goods, over 25 per 

cent of the entries of leather apparel, 22 percent of the 

entries of handbags, and 18 percent of the entries of 

luggage, over 9 percent of the entries of nonrubber foot 

wear, and over 5 percent of the entries of work gloves. In 

all, some 38,000 entries of these products in 1982 were 

valued between $251 and $1,000. See Tables 1 and 2 attached 

to my testimony.
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Census has estimated that increasing the informal entry 

ceiling to $1,000 would result in a 22 percent reduction in 

the number of import records processed for total imports. 

Such a substantial reduction is likely to have significant 

ramifications in statistical reporting in certain com 

modities, particularly low-unit value items such as textiles 

and apparel, and leather-related products. Certainly, for 

these leather-related products, there would be a substan 

tial loss in import records processed.

I think Subcommittee members would be most interested to 

learn, as I was, that the U.S. Customs Service and the 

.Census Bureau have different criteria for considering a 

shipment to be an informal entry. Census 1 definition is the 

one which ultimately affects whether or not an entry gets 

counted with the relevant commodity statistics or in the 

basket category for informal entries. Census 1 view of 

informal entries presents a major problem insofar as these 

industries are concerned. The following example is 

illustrative:

1. 'Assume that the ceiling for informal entries is
$1,000. A shipment of shoes arrives in the United 
States with a total value of $2,300. This shipment, 
however, is composed of three different types of 
shoes falling into three different TSUSA items. One 
of the TSUSA items (for example, men's leather ath 
letic shoes, TSUSA 700.3515) is valued at $900; one 
(for example, men's leather work shoes, TSUSA 
700.3527) is valued at $700; and one (for example, 
women's leather athletic shoes, TSUSA 700.4506) is 
valued at $700.

2. Customs would process this shipment as a formal 
entry because the total value of the shipment at 
$2,300 is in excess of $1,000.
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3. Census, on the other hand, would consider each of 
the three items as informal entries because the 
value of the different TSUSA items is $1,000 or 
less. Census would not report statistics on each of 
the entries in the relevant import statistics on 
shoes. Thus, overall statistics on shoe imports 
would not contain this $2,300 shipment.

The industries in the leather products sector rely 

heavily on accurate trade statistics to monitor market con 

ditions relating to imports and import penetration because 

these industries are all highly import-sensitive.

The unemployment rate in the leather products sector 

rose from 13.1 percent to 17.4 percent between 1981 and 1982 

alone. And import penetration for the entire leather pro 

ducts sector is at extraordinarily high levels: The latest 

available data show import penetration for nonrubber foot 

wear at 64 percent, luggage at 40 percent, personal leather 

goods at 30 percent, handbags at almost 85 percent, leather 

work gloves at 57 percent, and leather wearing apparel at 56 

percent. As a result, imports need to be monitored closely 

and only the most precise and timely statistics can be 

relied upon to keep an accurate watch on import levels. 

With large numbers of low unit value items constantly being 

imported into the United States, an increase in the dollar 

amount of merchandise eligible for informal entry could 

undermine the efforts of government and industry to monitor 

accurately what is coming in and where it is coming from.

For example, the personal leather goods industry has 

been carefully monitoring imports of nylon flat goods (TSUSA
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706.3900). In 1982, the average unit value of U.S. imports 

of nylon flat goods was 76£. At the current informal entry 

ceiling of $250, a shipment of about 330 of these -items 

could go unrecorded in import statistics. Raise the level 

to $1,000 and some 1,316 number of these flat goods could go 

uncounted! Shipments of high-volume, low-unit value items 

could combine to cause substantial undercounting in Census 

data.

Perhaps most disturbing is the potential of deliberate 

under-valuation of items in order to qualify for informal 

entry and/or misclassification of items in order to evade 

duty payments. This is clearly not in the public interest. 

And these problems will be exacerbated if the value of ship 

ments eligible for informal entry procedures is allowed to 

increase. Not only will under-valuation in general be a 

problem, but the problem of deliberate" misclassification of 

certain products in order to evade payment of proper duty 

rates on these items will likely increase. For example, 

duties on nonrubber footwear vary from 0 to 20 percent and, 

on luggage, from 6.5 percent to 20 percent. It will be easy 

for importers to claim the lower duty rates, particularly 

since informal entry shipments are not subject to a Customs 

specialist's scrutiny. One can only speculate on how much 

revenue will be lost to the Federal Treasury if the ceiling 

on informal entries is increased four-fold as proposed in S. 

1184.
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There are other problems as well. It is not incon 

ceivable that one or more of the leather-related products 

could be the subject of import relief at some time in the 

future, and such import relief might involve the imposition 

of temporary import restraints. If the informal entry 

ceiling is allowed to increase, how would the U.S. 

Government be able to effectively monitor imports, and thus 

the restraint arrangements?

Finally, we think that the proposal is poorly timed 

because it comes at a, point when imports are flooding the 

U.S. market in record numbers   causing a record trade 

deficit which is expected to top $70 billion this year and 

$100 billion next year   and trade tensions, both inter 

nationally and domestically, are high. Additionally, the 

bill fails to recognize that it is precisely because these 

industries are so import sensitive that they require the 

most accurate data available on imports. Such data are uti 

lized by firms and workers in a number of ways, but most 

often to portray import penetration levels accurately.in any 

trade action or complaint filed by a U.S. industry, ranging 

from GSP matters to Section 201 or 301 filings under the 

Trade Act. Such statistics also play a part in establishing 

eligibility for industry-wide adjustment programs admi 

nistered and funded by the Department of Commerce. Such 

statistics are equally important to the Executive Branch. 

To quote from a June 15, 1980 letter from the General
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Counsel of the Department of Commerce to tfc.,o chairman of the 

House Ways and Means Committee stating the Department's 

reasons for opposing an increase in the informal entry 

ceiling:

The Department believes that enactment of 
the bill also could adversely affect the 
development of import data essential to 
our trade negotiations where comparisons 
are made between U.S. import statistics 
and other countries' export statistics. 
It could also seriously affect the 
collecting of data necessary to assess 
the effects of imports on domestic 
industry (import impact data).

We strongly oppose an increase in the informal entry 

ceiling for the aforementioned reasons. These industries 

and their workers are suffering enormously at the hands of 

imports. To disrupt and camouflage the data on which these 

industries so heavily rely would be to add an additional 

burden which simply cannot be justified at this time.

We urge the Subcommittee and the full Committee not to 

report S. 1184 favorably.
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Table 1

INFORMAL ENTRIES OF LEATHER-RELATED PRODUCTS VALUED
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STATEMENT OF THE 
AMERICAN FIBER, TEXTILE, APPAREL COALITION

Amalgamated Clothing & Textile Workers' Union, AFL-CIO
American Apparel Manufacturers Association
American Textile Manufacturers Institute
American Yarn Spinners Association
Carpet and Rug Institute
Clothing Manufacturers Association of U.S.A.
International Ladles' Garment Workers' Union, AFL-CIO
Knitted Textile Association
Luggage 'and Leather Goods Manufacturers of America
nan-Made Fiber Producers Association

  National Association of Hosiery Manufacturers
National Association of Uniform Manufacturers
National Cotton Council
National Knitwear & Sportswear Association
National Knitwear Manufacturers Association
National Wool Growers Association
'Neckwear Association of America 

'..Northern Textile Association
Textile Distributors Association

 "Work Glove Manufacturers Association

.  ' .   PRESENTED TO

SUBCOMMITTEE ON INTERNATIONAL TRADE 
COMMITTEE ON FINANCE 
UNITED STATES SENATE 

, BY

' ,' - ' . ' STANLEY NEHMER
PRESIDENT, ECONOMIC CONSULTING SERVICES INC.

IN OPPOSITION TO
S. 1184, A BILL TO INCREASE THE 

INFORMAL ENTRY CEILING
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SUMMARY

AFTAC opposes S. 1184 for the following reasons:

  The MFA requires a sophisticated monitoring system 
by which textile and apparel imports are charged 
against maximum allowable levels of imports from cer 
tain countries. This requires precise customs docu 
mentation. There are already an indeterminate amount 
of apparel imports which do not get charged against 
negotiated quotas due to informal entry. An increase 
from $250 to $1,000 in the informal entry ceiling 
will result in considerably larger number of import 
shipments which will not be counted against nego 
tiated MFA levels, greatly impairing the operation of 
the MFA.

  A major priority for the import-sensitive textile and 
apparel industries is accurate trade data in order to 
analyze the economic impact of imports on the 
domestic market. S. 1184 would be a detriment to the 
collection of accurate trade data.

  Accurate trade data are also needed to set restraint 
levels on textile and apparel products not currently 
covered by restraints under the MFA, but which are 
brought under control as imports increase to the 
point of causing disruption to the U.S. market. The 
new ceiling proposed under S. 1184 would pose a major 
problem in this regard.

  The inducement to ship in smaller lots to avoid for 
mal U.S. Customs procedures becomes greater as the 
level of informal entry is expanded. Aggregate 
import levels could become increasingly understated 
if shipments under $1,000 are not included in Census 
data.

  Because many textile and apparel items are of low- 
unit value, large quantities can be shipped under a 
$1,000 informal entry ceiling.

  An increase in the informal entry ceiling will exa 
cerbate the problem of under-valuation by exporters 
in order to avoid being subject to restraint levels.

AFTAC urges the Subcommittee to consider the ill-effects 
of this legislation on the operation of the MFA and on the 
textile and apparel industry. We urge you not to favorably 
report this legislation.
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STATEMENT OF THE AMERICAN FIBER, TEXTILE, 
APPAREL COALITION

PRESENTED TO THE

SUBCOMMITTEE ON INTERNATIONAL TRADE, 
COMMITTEE ON FINANCE 
UNITED STATES SENATE

By Stanley Nehmer 

WASHINGTON, D.C., OCTOBER 21, 1983

In Opposition to 
S. 1184

The American Fiber, Textile, Apparel Coalition (AFTAC) 

is a national coalition of labor and management organiza 

tions in the textile arid apparel industry in the United 

States. The 20 member organizations of AFTAC listed on the 

cover page of my testimony are located throughout the nation 

and produce the vast majority of textile and apparel items 

made in this country.

AFTAC wishes to record its strong opposition to S. 1184, 

a bill to increase the maximum value of import shipments 

eligible for informal entry from $250 to $1,000. The tex 

tile and apparel industry sector is sensitive to imports, 

and particularly to imports from low-wage developing 

countries. The industry relies upon the Multifiber 

Arrangement (MFA) to alleviate the import pressure on the 

textile and apparel industries. While the MFA may not be a 

wholly satisfactory mechanism for import restraint, it is, 

nonetheless, the only import program now in effect for this 

industry.
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The MFA requires a sophisticated monitoring system by 

which textile and apparel imports are charged against 

maximum allowable levels of imports from certain-countries. 

The procedure for monitoring imports requires precise 

customs documentation as to the kinds, quantity, and value 

of imported articles. Even under current statutes, however, 

some apparel items from some countries/ despite inclusion in 

the MFA, can be imported into the United States under infor 

mal entry procedures if the total value of the shipment does 

not e'xceed $250. There are already an indeterminate number 

of apparel imports which do not get charged against nego 

tiated quotas due to informal entry.

It is clear that an increase in the maximum informal 

entry level from $250 to $1,000 will result in a con 

siderably larger number of import shipments which will not 

be .counted against negotiated MFA levels. This will not 

only hinder the operation of the MFA, but will also injure 

the industry's ability to monitor its competitive position 

in the U.S. market. Accurate trade data are a major 

priority for all import-sensitive industries in their 

efforts to analyze the economic impact of imports on the 

domestic market. Many individual textile and apparel 

industry segments, especially those in which high-volume, 

low-unit value imports are common, would be adversely 

affected by an increased dollar value limit for items eli 

gible for informal entry.
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Accurate trade data are also tremendously important to 

set restraint levels on textile and apparel products not 

presently covered by restraints under the MFA but which are 

brought under control as imports increase to the point of 

causing disruption to the U.S. market. When such actions 

are taken, import levels are set based on imports in the 

first twelve of the last fourteen months. Import data must 

fully reflect import levels in order that restraint levels 

are properly set. An increase in the level of informal 

entry, which would result in inaccurate data collection, 

would make this effort difficult.

The textile and apparel industry is still the largest 

employer in manufacturing in the United States although 

employment in the textile industry is now 1,932,000   

200,000 below 1980 levels and 400,000 below employment in 

1974. If the present import trend continues, estimates show 

that industry employment will decline further by 300,000 

workers by 1990. Over 65 percent of the workers in the 

industry are women and, since many of them are secondary 

wage earner's, many are unable to relocate. Furthermore, 

one-fourth of the industry's workforce is comprised of 

minorities and much of the apparel industry is concentrated 

in large U.S. cities and metropolitan areas where alter 

native employment opportunities are limited.
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Many segments of this industrial complex, particularly 

in the apparel area, have been characterized by plant shut 

downs, declining domestic production, and declining domestic 

employment, all as a result of increasing quantities of 

imports. The manufacture of apparel is highly labor inten 

sive. Domestic apparel producers find it difficult to 

compete with foreign producers, especially those in low 

wage, developing countries.

The concern over the pending legislation is self- 

evident. A concern with regard to import levels dictates a 

concern with regard to accurate trade statistics. Fair and 

equitable administration of the MFA depends upon accurate 

trade data. An increase in the maximum value of merchandise 

eligible for informal entry will make proper and effective 

administration of this import program exceedingly difficult. 

Many imported items affecting the textile and apparel 

industry have relatively low average unit values. This is 

becoming an even greater problem today as the People's 

Republic of China with textile and apparel products with 

particularly low unit values increases its shipments to the 

U.S. The inducement to ship in smaller lots to avoid formal 

U.S. Customs procedures becomes greater as the level of 

informal entry is expanded. Aggregate import levels could 

become increasingly understated if shipments under $1,000 

are not included in Census data.

Attached to our statement is an article from a Hong Kong 

publication which describes the action taken by the U.S.
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Customs Service in Hong Kong when it determined that made- 

to-measure clothing shipped to the U.S. was being under 

valued to avoid being subject to the restraint levels on 

exports from Hong Kong. The U.S. Customs Service reported 

that this practice had also resulted in a loss of duty reve 

nue to the U.S. of US $300,000 to 500,000 monthly. Raise 

the informal entry level to $1,000 and the Hong Kong 

merchants will have an even greater incentive to cheat.

There are many examples of imported textile and apparel 

items which .are of low unit value and which therefore could 

take advantage of informal entry procedures. For example, 

the average unit value of imports of men's and boys' cotton 

shirts from the PRC in 1982 was $22.89 per dozen, less than 

$1 each. Currently, 11 dozen of these shirts can enter the 

United States under the $250 informal entry ceiling. If the 

ceiling is raised to $1,000, shipments of 44 dozen shirts 

can pass through U.S. Customs without being logged for sta 

tistical purposes. Shipments such as these would go 

uncounted if S. 1184 is enacted. Unrecorded imports could 

increase the disruption to the U.S. market without recourse 

by the U.S. Government.

AFTAC urges this Subcommittee to consider carefully the 

negative consequences that passage of S. 1184 could have on 

the operation of the Multifiber Arrangement and on the 

viability of the domestic textile and apparel industry, and 

other import-sensitive sectors. We believe that the evi 

dence justifies that this legislation not be favorably 

reported by the Subcommittee or the full Committee.

28-805 O - 84 - 15
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Customs 
crackdown
An investigation by the US Customs, 
which in January-April seized some 
8,000 parcels of custom-made clothing 
despatched from Hong Kong, has led 
to the imposition of .stringent new 
conditions on such sales. A directive 
dated April 30 and signed by Mr 
Donald Mieger, senior US Customs 
representative in Hong Kong, specifies 
that:

• All future shipments must be de 
clared at full transaction value, i.e. 
the price to the US customer.

• They must contain a copy of the 
original invoice or order form, and 
proof of payment.

• All books and records concern 
ing sales to the US must be available 
for inspection on demand.

• All parcels must be properly 
declared as regards fibre content, 
and contain proper quota and visa 
documentation.

Urging tailors, shipper! and mail 
order companies to use their "in 
fluence" to ensure the widest possible 
conformity with these guidelines, the

directive states that firms which fail 
to follow them "and which continue 
to falsify values and provide inaccurate 
information regarding fabric content 
will have their parcels seized, and may 
face criminal action by US Customs. 
Action will also be taken against 
firms that refuse to pay the assessed 
benefits."

Mr Tom Gray, a US Customs official 
who has been leading the investigation 
in Hong Kong, says that at a conser 
vative estimate 85% uf the parcels of 
made-to-measure clothing shipped 
from Hong Kong had been under 
valued, so as to save duty or evade 
quota requirements. Goods value$at 
US$250 and over are subject to quotas.

According to Mr Gray, the present 
widespread abuse derives from a new 
policy introduced in July 1980, by 
which goods are assessed for duty on 
transaction value - the price paid — 
as against the former assessment based, 
on "constructed value," which covered 
the tailor's material costs plus whole 
sale profit of about 20%. But as made- 
to-measure goods are marked up by 
60-80%, many people had continued 
to value under the old system.

False description might also be used 
in an attempt to evade duty. £4. all-

i E.&TUE ASIA. JUNE 1962 |

cotton shirts attract an 8-16% duty, 
as against 27% for shirts of cotton- 
synthetic blends. Articles bearing logos 
pay up to 40%.

The degree of abuse came to light 
after complaints were made against 
one company in America. The present 
loss of duty revenue was estimated at 
USS300,000-500,000 monthly. About 
50% of the volume of the present 
trade was generated by mail-order 
firms, with the rest stemming from 
various retail outlets.

The directive adds that if the guide 
lines are "accepted and followed" 
parcels valued a: under S250 now 
being held by US Customs at Seattle 
and San Francisco, the two main points 
of entry, will be released immediately, 
with duty assessed at true value. Those 
valued over 1250 will be assessed at a 
rate of eight times the potential loss of 
revenue, levied against each parcel 
individually and with the ••tailor and 
consignee identified." For these how 
ever the US Commerce Department 
will request "blanket quota wavers." 

"We do not," says the directive, 
contemplate petitions or mitigations 
of these penalties as a general rule. 
Violators an expected to pay in 
full."
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AMERICAN FIBER, TEXTILE, APPAREL COALITION

Amalgamated Clothing & Textile Workers' Union, AFL-CIO
American Apparel Manufacturers Association
American Textile Manufacturers Institute
American Yarn Spinners Association
Carpet and Rug Institute
Clothing Manufacturers Association of U.S.A.
International Ladies' Garment VJorkers' Union, AFL-CIO
Knitted Textile Association
Luggage and Leather Goods Manufacturers of America
Man-Made Fiber Producers Association
National Association of Hosiery Manufacturers
National Association of Uniform Manufacturers
National Cotton Council
National Knitwear & Sportswear Association
National Knitwear Manufacturers Association
National Wool Growers Association
Neckwear Association of America
Northern Textile Association
Textile Distributors Association
VJork Glove Manufacturers Association
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Senator DANFORTH. Senator Mitchell.
Senator MITCHELL. No questions.
Senator DANFORTH. Senator Matsunaga.
Senator MATSUNAGA. Thank you, Mr. Chairman.
Mr. Nehmer.
Mr. NEHMER. Yes, sir.
Senator MATSUNAGA. If we should exclude textiles from the increase, 

would you then favor the bill ?
Mr. NEHMER. Well, sir, I am here on behalf of two separate 

groups—fiber textiles and apparel, and leather products.
Senator MATSUNAGA. If we also exclude leather products, would you 

then favor the bill ?
Mr. NEHMER. If you exclude schedules 3 and 7 there would be no 

basis for our opposition to this legislation. All of these products are 
included in those two schedules. And I don't think in schedule 7 there 
is very much other than what we have been talking about.

Senator MATSUNAGA. If we reduce the maximum importable amount 
to $500 or $750, would you then favor the bill ?

Mr. NEHMER. Sir, I would have to say, insofar as these products 
are concerned there would still be a problem. I think I pointed out in 
my testimony that the average unit price of a flat goods or personal 
leather goods imported last year was 75 cents or 76 cents. A lot can 
come in at $500 or $600 or $750 and not be recorded in the actual 
statistics. That's the problem.

If you were to exclude textiles, apparel, the leather products that 
we are talking about, there would be no basis for our even being here 
today, obviously.

Senator MATSUNAGA. Yes; I understand.
As you know, and as has been pointed out, the $250 limitation was 

set back in 1953. There has been considerable inflation since then, you 
must admit. In 1953 were you opposed to the raising of the amount 
from $100 to $250?

Mr. NEHMER. No, sir. In 1953 I was in the U.S. Government, and I 
was not involved in this at all.

Senator MATSUNAGA. In the Customs Service.
Mr. NEHMER. No, sir. I was in the State Department, actually, 

in 1953.
I should point out, Senator, that in 1953 the import impact on these 

industries was nowhere as it is today. The textile import program 
didn't begin until 1957, with an agreement negotiated with Japan. 
There was no import penetration of 65 percent of footwear in 1953. If 
imports had 2 percent of the U.S. market it would have been a lot 
in 1953.

What we are talking about is the current situation, Senator, which 
has deteriorated so badly—as I know you are aware of—that this par 
ticular point of $250 versus $1,000 or some intermediate figure becomes 
a very serious problem to these import-impacted industries.

Senator MATSUNAGA. As you probably know, the Customs Service, 
including the employees, have approached me to do something about 
this, bpcause thev are overburdened with work with the $250 limita 
tion. They miss the larger imports because they need to pay too much 
attention to the smaller ones. What do you say to them ?
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Mr. NEHMER. Well, Senator, I would have to say that that's really, 
from their point of view, unfair to these American industries and the 
2.25 million people working in these industries, directly employed, 
plus another 1.1 million Americans who are working in other indus 
tries supplying these industries.

If the Customs Service does not have the resources to take care of 
this problem, then Congress should—if I may say, with all respect— 
should see to it that they do have the resources.

Senator MATSUNAGA. Well, I did try to increase the number of em 
ployees last year, and failed miserably.

Mr. NEHMER. I am sorry that happened, but this is no solution to 
the problem, to take it out of the hides, if I may say, of these industries.

Senator MATSUNAGA. I see my time is up, Mr. Chairman.
Senator DANFORTH. Senator Chaf ee.
Senator CHAFEE. No questions.
Senator MATSUNAGA. Thank you all very much.
Mr. NEHMER. Thank you very much.
Senator DANFORTH. Next, S. 1420, Mr. Holbein.

STATEMENT OF BRUCE HOLBEIN, MANAGER, GOVERNMENT RELA 
TIONS, DIGITAL EQUIPMENT CORP., ON BEHALF OF THE SEMI 
CONDUCTOR INDUSTRY ASSOCIATION AND THE SCIENTIFIC 
APPARATUS MAKERS ASSOCIATION

Mr. HOLBEIN. Good morning, Mr. Chairman.
I would like to summarize my testimony and ask that the full text 

be included in the record.
Senator DANFORTH. Right. You don't even have to ask.
Mr. HOLBEIN. All right; thank you.
My name is Bruce Holbein. I manage government relations for the 

Digital Equipment Corp., and I am appearing on behalf of the Semi 
conductor Industry Association and the Scientific Apparatus Makers 
Association. I am accompanied by SIA's counsel, Michael Gadbaw.

My purpose in testifying is to urge this committee to act favorably 
on S. 1420, a bill introduced by Senator Mitchell to authorize the 
President to suspend the duties on semiconductors and certain com 
puter products.

Mr. Chairman, I think you will find that the basic thrust of S. 1420 
is very close to the tariff negotiating provisions of S. 144, a bill which 
you, Senator Mitchell, and a number of other committee members have 
cpsponsored. And as you know, the high technology trade associa 
tions have strongly supported S. 144.

The similarity between the tariff negotiation provisions of S. 144 
and S. 1420 is intentional. The purpose of S. 1420 is to insure that 
tariff negotiating authority for high technology products includes all 
the items for which there is the greatest industry support. And we 
believe that S. 144 could be improved in two respects. This improve 
ment would be accomplished by S. 1420.

First, the negotiating authority would be extended to all semicon 
ductors items that should be covered in the trade agreement pertain 
ing to semiconductors. This would include T.S.U.S. items 687.72 on 
diodes and rectifiers, and 687.85, parts of semiconductors.



224

Second, S. 144 as presently drafted does not include parts of com 
puters—676.52. This is a priority item for inclusion in any tariff legis 
lation affecting computers, because reduction of the U.S. tariff on com 
puter parts holds the greatest prospects of benefits to the U.S. computer 
industry.

The other reason why S. 1420 was introduced was that there was a 
concern that there may be sensitivity to providing specific tariff negoti 
ating authority along the lines in S. 144. By providing comparable 
authority in the form of a miscellaneous tariff bill, it was thought 
that we could avoid such sensitivities, or at the least open an additional 
option for achieving the same end.

The important thing to remember, considering this tariff negotiat 
ing authority, is that providing the authority to use tariffs as negotiat 
ing chips holds the potential of providing substantial benefit to U.S. 
semiconductor and computer industries as well as the many industries 
which purchase semiconductor and computer products.

U.S. semiconductor and computer companies are committed to com 
petition in global markets. Tariffs on the products we buy and sell do 
not afford us protection, particularly at the levels of 4 to 5 percent. 
Such tariffs only add to our manufacturing costs and divert resources 
we critically need for investment in capital equipment and for in 
creased investments in research and development.

We are dealing with companies which, like my own, pay little or no 
dividends to their shareholders, while at the same time we invest over 
20 percent of our revenues in capital equipment and in research and 
development. At the same time, we face very intense foreign competi 
tion from companies whose governments are committed to do every 
thing they can to provide a favorable environment for their domestic 
companies' growth.

S. 1420 is a very simple, straightforward way of helping to insure 
the international competitiveness of United States high technology 
companies, and we urge you to give it your favorable consideration.

Thank you.
[The prepared statement of Bruce Holbein follows:]
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Mr. Chairman my name is Bruce Holbein. I am Manager of 

Government Relations, Digital Equipment Corporation (DEC). I am 

testifying today on behalf of Digital, the Semiconductor Industry 

Association (SIA', and the Scientific Apparatus Makers 

Association (SAMA). These associations represent a broad range 

of companies engaged in the production of semiconductors, 

computers and other advanced electronic products.

I would like to thank the Committee for this opportunity to 

present our position in support of Senator Mitchell's bill   S. 

1420   a bill which would give the President the authority to 

suspend the duty on semiconductors and certain computer products 

based on a finding that it is in the national economic interest.

To explain the importance we attach to this issue, I would 

first like to discuss the environment of global competition in 

which U.S. high technology companies must operate. Second, I 

will explain the importance to us of measures designed to reduce 

and eliminate barriers to international trade in the products we 

buy and sell.

U.S. high technology industries lead the world in their 

level of technology and competitiveness. All other nations   

including Japan   measure their own degree of success in these 

industries against an American standard of excellence. A primary 

reason for our achievement in this field has been the existence 

of a comparatively free and open international trading system. 

This system has given us a worldwide market for our products, 

which has enabled us to maintain a consistently high level of 

sales volume. High volume sales enable us to reduce our costs
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through learning and scale economies. Because of those 

continuing cost reductions, we have not only been very price 

competitive all over the world, but profitable. Moreover, we 

have plowed most of our earnings back into our business .to 

maintain the levels of efficiency, productivity and innovation 

needed to remain competitive on an international scale. The 

electronics and microelectronics industries pay little or no 

dividends to stockholders   and we have a higher level of R&D 

and capital investment expenditure than virtually any other U.S. 

industry.

At present our high technology industries face a growing 

competitive challenge from foreign competition which benefits 

from extensive government programs to promote their domestic 

industries. However, it remains our firm belief that the way to 

meet the foreign challenge is by opening foreign markets, not by 

protecting our own. Accordingly, we oppose trade barriers of any 

kind, tariff and non-tariff, here and abroad, and we have 

consistently sought to reduce and eventually eliminate such 

barriers.
\

An excellent example of this type of initiative was the 

agreement concluded in 1980 which resulted in the reduction of 

the Japanese duty on semiconductors to 4.2% from 10%, thereby 

achieving parity in tariffs between the United States and 

Japan. This agreement was possible because the President had 

available to him general tariff negotiating authority which 

allowed him to reduce the U.S. duty by up to 20%. Although that 

authority has now expired, the United States and Japan are on the
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verge of agreeing to eliminate their duties on semiconductors. 

The authority provided in Senator Mitchell's bill would enable 

the United States to implement such an agreement and to negotiate 

similar agreements with other countries on computer components, 

systems and peripherals.

It is worth noting that any U.S.-Japan agreement on 

semiconductors would be negotiated together with a number of 

measures designed to open the Japanese market to U.S. 

semiconductor exports. We are hopeful that as a result of these 

efforts, Japan will agree to implement a series of measures to 

promote U.S. semiconductor imports into Japan. We hope that 

these measures will be augmented by the negotiated elimination of 

the Japanese tariff on semiconductors.

Elimination of the Japanese duty will be beneficial to U.S. 

electronics firms, but our industries and economy will also 

benefit from the elimination of the U.S. duty. The current U.S. 

duty on semiconductors and computer parts, which ranges from 4.2 

to 5.1 percent, does not offer protection to U.S. producers. The 

volatility of prices in the global semiconductor market dwarfs 

the importance of customs tariffs. For example:

- normal supply/demand and product life cycle forces have 

caused the price of a semiconductor device to drop from $30 

to $5 in one year.

- fluctuations in international exchange rates have caused

price variances of as much as 30 percent.

On the other hand, while the duty offers our industries no 

protection, U.S. and foreign duties impose costs and regulatory
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burdens on our producers. Our computer and semiconductor 

industries are global in scope   a primary factor in their 

competitive success. The existence of duties anywhere imposes 

costs on the shipment of raw materials and semifinished parts 

from our subsidiaries in one country to those in another. 

Moreover, in the U.S., our companies must devote personnel to 

satisfying the heavy administrative Customs requirements involved 

in TSUS 806 and 807 assembly operations. These personnel 

obviously could be more usefully employed supporting R&D or 

production. The fact is that for U.S. high technology 

industries, the U.S. duty is a hindrance rather than a help.

In order to meet the foreign competitive challenge in the 

next decade, U.S. computer, instrument, semiconductor and other 

high technology firms will engage in unprecedented levels of 

capital investment and research and development. U.S. companies 

are doing all that they can to reduce their costs and invest a 

high percentage of every sales dollar in capital and R&D. The 

suspension of the U.S. tariff on semiconductors and computer 

parts would make additional funds needed for investment available 

to U.S. semiconductor and computer producers. To illustrate this 

point, in 1982 the U.S. semiconductor industry paid total duties 

of approximately S75.5 million to the U.S. and Japanese 

governments. This sum represents nearly 5 percent of the total 

annual investment in R&D and capital by the U.S. semiconductor 

industry. The suspension of the duty in the United States alone 

would have saved U.S. semiconductor manufacturers about $60 

million in 1982 duty payments on the value added in that part of
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semiconductor assembly and testing which, out of competitive 

necessity, must be conducted overseas. The elimination of these 

payments would be one of the single most significant cost saving 

measures the U.S. government could implement for the U.S. 

semiconductor industry. Other U.S. industries which purchase 

semiconductors, such as instrument manufacturers, would also save 

money as a result of the reduction in U.S. duty rates.

S. 1420 would also authorize the President to negotiate 

similar arrangements with other countries to reduce or eliminate 

the duties on computer components, systems and peripherals. In 

this respect, the legislation complements the tariff negotiating 

provisions in section 128 of S. 144, the International Trade and 

Investment Act> However, S. 1420 would extend the coverage of 

tariff negotiating authority to parts of computers provided for 

in item 676.52. This is an important addition to the President's 

negotiating position because reduction of tariffs on computer 

parts holds the greatest prospect of benefits for the U.S. 

computer industry and other industries that purchase U.S. 

computer components. This could be done by implementing the 

nomenclature contained in the Harmonized Commodity Code system.

Underlying our support for the worldwide elimination of 

tariffs on computer parts and other high technology products is 

the recognition that our industry competes in a global 

marketplace. The United states imports over $1 billion in 

computer parts and exports over $9 billion in computer systems. 

To remain competitive, we must be able to source our components 

wherever it is the most cost effective. Duties on semiconductors
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and on our components simply add to our costs, inflate prices and 

divert funds from essential research and development and capital 

investment, thereby making our products less competitive in 

international markets.

Because domestic semiconductor manufacturers allocate such 

high percentages of their net sales to R&D and investment, the 

experience of the industry indicates that most of the savings 

realized by the tariff suspension would be utilized for increased 

R&D and capital investment in the U.S. In 1982, R&D as a 

percentage of net sales reached 10.7 percent, and in 1981 

investment as a percentage of net sales stood at over 20 

percent. In effect, over 30 percent of all sales revenues were 

reinvested by the industry   an extraordinarily high percentage 

for any industry, here or abroad. Furthermore, according to an 

SIA study, over the past five years 83 to 85 percent of these 

expenditures have been made here in the United States. Moreover, 

it is worth noting that the high technology industries, as 

represented by the associations here today, have among the 

highest effective tax rates of any U.S. industries.

In the competition between U.S. and foreign semiconductor 

and computer part producers, national duties play a role only as 

a cost to all firms, and the majority of this cost is borne by 

U.S. companies. Authority to reduce the duties on semiconductors 

and computer parts, especially when coupled with parallel action 

by the Japanese government, would benefit the U.S. industry more 

than that of any other nation. It would also be a clear signal 

to other nations of this country's commitment to the principle of
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eventual elimination of tariff and nontariff trade barriers.

We urge your committee to take positive action on s. 1420. 

It is a simple and effective step by which to increase the 

competitiveness of U.S. high technology industries at home and 

abroad. It is an essential step which may help to secure greater 

access for U.S. firms to the Japanese semiconductor market, and 

it would provide a vivid demonstration of the U.S. commitment to 

open world trade in high technology products.

cdh/H-19:66
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Senator DANFORTH. Senator Mitchell.
Senator MITCHELL. Thank you, Mr. Holbein, for your statement.
Under this bill it is intended that the President use the authority 

to suspend duties when he has obtained assurance that some of our 
trading partners would do likewise.

Mr. HOLBEIN. That is correct, Senator; this is not a unilateral sus 
pension of duties. It is intended to provide the President with nego 
tiating authority, to have bargaining chips, to increase the range of 
bargaining chips he has in trying to reach high technology agree 
ments with our trading partners.

Senator MITCHELL. With what countries do you think such arrange 
ments are possible?

Mr. HOLBEIN. Well, at the moment our Government is actively 
pursuing a trade agreement with the Japanese to suspend bilaterally, 
mutually, the duties on semiconductors.

Our Government presently lacks the statutory authority to put 
such an agreement into effect, and the authority in S^J420 would 
provide that ability. "**

Senator MITCHELL. All right.
Mr. Holbein, can you identify the associations and companies in 

the semiconductor and computer industries which support S. 1420?
Mr. HOLBEIN. Yes, Senator Mitchell.
In addition to the Semiconductor Industries Association and the 

Scientific Apparatus Makers Association, on whose behalf I appear 
today, the other leading high technology trade associations support 
this measure, including the American Electronics Association, the 
Computer & Business Equipment Manufacturers Association, and 
the Computer & Communications Industries Association, in addition 
to individual companies such as Digital, Data General, GCA Corp.

This measure has achieved the unanimous support of the six major 
sectoral high technology trade associations.

Senator MITCHELL. Thank you very much.
Senator DANFORTH. Senator Matsunaga.
Senator MATSUNAGA. No questions.
Senator DANFORTH. Senator Chafee.
Senator CHAFEE. No questions.
Senator DANFORTH. Thank you very much.
Mr. HOLBEIN. Thank you.
Senator DANFORTH. We now have S. 1542, Mr. Stone and Mr. 

Miller.
Senator Scott, good to see you.
Senator SCOTT. Thank you, sir. It is a pleasure to be back, as always. 

It's even a pleasure to be on this side of the table, if I may say so.
I appreciate the opportunity to introduce the witness.
Mr. J. H. Miller is the president and the chief executive officer of 

Plastics Manufacturing Co. of Dallas, Tex. He has been familiar with 
the domestic and f oregin market in melamine for over 33 years. He has 
500 to 600 employees, many of whom have been with him more than 
25 years. And he will testify in strong opposition to S. 1542, which 
would increase the duty rate on the chemical melamine from the cur 
rent 4.3 percent ad valorem to 9.2, and he will point out, among other 
things, that the pending legislation is not a miscellaneous tariff bill.
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As far as Mr. Miller is aware, and he has made considerable in 
quiries, this bill is opposed by all domestic users of melamine.

So it is my pleasure to have the privilege of introducing this wit 
ness, Mr. Miller, to the committee, and I thank you for hearing him.

Senator DANFORTH. Thank you.
Mr. Miller.

STATEMENT OF JAMES H. MILLER, PRESIDENT, PLASTICS 
MANUFACTURING CO., DALLAS, TEX.

Mr. MILLER. Thank you very much.
Senator Mitchell, I feel that I represent the entire industry and par 

ticularly Pioneer Plastics from Maine, because I have visited with the 
top management of that organization, and they concur with us entirely 
in this matter.

Senator MITCHELL. And they are represented here.
Mr. MILLER. Yes; they are represented here.
Plastics Manufacturing Co. is strongly opposed to S. 1542, which 

would increase the duty rate on chemical melamine from 4.3 to 9.2 
percent. This bill would force our company and other users to pay 
higher prices for melamine at a time when we have just begun to get 
over the recession and are having a little slight upturn. For this 
reason and for the others that I will mention, we urge the subcom 
mittee to rej ect this bill.

S. 1542 would violate the international obligations of the United 
States. As part of the 1979 multilateral trade negotiations the Presi 
dent has implemented a staged tariff reduction on melamine from its 
current rate to 3.5 percent by 1987. In consideration of this action, the 
United States did receive reciprocal concessions, and passage of S. 1542 
would abridge our obligations and commitment under the MTN.

The pending legislation is not a miscellaneous tariff bill. In 1980 
Melamine Chemicals, Inc., of Louisiana, tried to eliminate foreign 
competition by bringing an antidumping petition against producers 
of melamine in the Netherlands, in Austria, and in Italy. MCI's claims 
were rejected by the Commerce Department and the International 
Trade Commission at that time.

In 1982 MCI tried again to curtail foreign competition by filing 
another antidumping complaint against Brazil. The International 
Trade Commission rejected MCI's contentions out of hand at a pre 
liminary stage of the investigation. Instead of finding the minimal 
level of injury that would justify a full investigation, the Commission 
determined MCI's profitability, employment, and domestic market 
share was "positive." One Commissioner went so far as to say that: 
"This is not an industry in distress or even an industry suffering from 
a modicum of injury necessary for an affirmative finding."

Finally, just several weeks ago the U.S. Trade Eepresentative held 
a hearing pursuant to another MCI petition on whether or not to 
remove melamine from the list of articles eligible for duty-free entry.

Mr. Chairman, there has been a very hard fought, ongoing contro 
versy surrounding our policy with regard to the importation of 
melamine. And the question should not be addressed as a "miscel 
laneous tariff issue."
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The passage of S. 1542 would result in a dramatic increase in the 
cost of melamine to domestic users and could prejudice the economic 
recovery which is taking place in the plastics industry.

I would like to very briefly describe for you the structure of the 
market for melamine crystals in the United States and how it affects 
the business of my company.

In 1973 there were at least six U.S. manufacturers of melamine. 
Three years later, in 1976, there were only three producers: Allied 
Chemical, American Cyanamid, and Melamine Chemicals, Inc. Today 
there are two producers: American Cyanamid and Melamine 
Chemicals.

American Cyanamid uses almost all of their production in-house, 
and it leaves really only one manufacturer to fill the needs of the open 
market in this country.

Plastics Manufacturing Co. and other domestic users of the chemical 
are in tremendous jeopardy as the result of what has happened in the 
industry over the last several years. Melamine is the lif eblood of our 
business, and just good business dictates that we have more than one 
supplier of our basic raw materials.

The ultimate effect of S. 1542 would be to give Melamine Chemicals, 
the last remaining producer of melamine, an effective monopoly and 
resulting windfall. S. 1542 would eliminate price competition in the 
U.S. market afforded by importers and would therefore be detrimental 
to the interests of the industrial users.

Senator DANFORTH. Thank you, sir.
[Mr. James H. Miller's prepared statement follows:]

28-805 0-84-16
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Senator Danforth, Senator Bentsen, Members of the Committee, 

my name is James H. Miller. I am the President and Chief Execu 

tive Officer of Plastics Manufacturing Company, located in 

Dallas, Texas. With me this morning is Mr. Marshall Matz, our 

counsel, with the law firm of Barnett & Alagia.

Plastics Manufacturing Company is strongly opposed to 

S. 1542 which would increase the duty rate on the chemical 

Htelamine from the current 4.3Z ad valorem to 9.2%. The bill 

/ would force our company and other industrial users to pay higher 

prices for melamine at a time when we have just begun to recover 

from the prolonged recession. For this reason, and for the 

others set forth below, we urge the Subcommittee to reject this 

bill.
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* S. 1542 would violat'e the international obligations of 

the United States. As part of the 1979 Multilateral Trade 

Negotiations (MTN) the President has implemented a staged tariff 

reduction on the chemical melanine from its current rate to 3.5Z 

by 1987. (Presidential Proclamation 4707) In consideration of 

this action, the United States obtained reciprocal concessions. 

Passage of S. 1542 would abridge our obligations and commitment 

under the MTN.

* The pending legislation is not a "miscellaneous tariff 

bill". In 1980 Melamine Chemicals, Inc. (MCI) of Louisiana tried 

to eliminate foreign competition by bringing an anti-dumping 

petition against producers of melamine in the Netherlands, 

Austria and Italy. MCI's claims were rejected by the Commerce 

Department and the International Trade Commission.

In 1982 MCI tried to curtail foreign competition by filing 

another anti-dumping complaint against Brazil. The International 

Trade Commission rejected MCI's contentions out of hand at a 

preliminary stage of the investigation. Instead of finding the 

minimal level of injury that would justify a full investigation, 

the Commission determined MCI's "profitability, employment, and 

domestic market share" was "positive". One commissioner went so 

far as to say that "this is not an industry in distress or even

- 2 -
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an industry suffering the modicuia of injury necessary for an 

affirmative finding."

Finally, just several weeks ago the United States Trade 

Representative held a hearing pursuant to another MCI petition on 

whether or not to remove melamine from the list of articles 

eligible for duty-free entry.

In short, Mr. Chairman, there has been a hard-fought, 

ongoing controversy surrounding our policy with regard to the 

importation of melamine, and the question should not be addressed 

as a miscellaneous tariff issue.

* Passage of S. 1542 would result in a dramatic increase 

In the cost of melamine to domestic users and could prejudice the 

economic recovery which is taking place in the plastics industry. 

Let me briefly describe for you the structure of the market for 

melamine crystals in the United States and how it affects the 

business of Plastics Manufacturing Company. In 1973 there were 

at least six U.S. manufacturers of melamine. By 1976 there were 

only three producers in the United States: Allied Chemical 

Corporation; American Cyanamid Company and Melamine Chemicals, 

Inc. Today there are only two producers, Melamine Chemicals, 

Inc. and American Cyanamid. In practice, however, there is only 

one as American Cyanamid Company uses almost all of its

- 3 -
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production for its own business, leaving only Melamine Chemicals, 

Inc. to produce for the open market in the United States.

Plastics Manufacturing Company, as well as other domestic 

users of the chemical, are in tremendous jeopardy as a result of 

what has happened in the industry over the last several years. 

In effect we have been reduced to only one reliable U.S. source 

of the raw material which is the lifeblood of our business and 

which is required in the manufacture of almost all our products. 

This, then, makes it mandatory that we import materials from 

foreign sources. Good business practices dictate that no company

rely on one supplier for its basic raw materials.

i

* The ultimate effect of S. 1542 would be to give 

Melamine Chemicals, Inc., the last remaining U.S. producer of 

melamine, an effective monopoly and resulting windfall. S. 1542 

would eliminate price competition in the U.S. market afforded by 

importers and would therefore be detrimental to the interests of 

industrial users.

Mr. Chairman, we urge you to consider this legislation in 

the context of the MTN agreement, the controversy that has been 

raging before the International Trade Commission and the United 

States Trade Representative, and the need to protect the domestic 

users of melamine. We must rely upon a diversity of suppliers
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for an efficient manufacturing process. Plastics Manufacturing 

Company currently employs between -500 and 600 people. S. 1542 

would adversely affect the economic wellbeing of our company.and 

that of the entire industry.

Thank you very much.

- 5 -
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STATEMENT OF JAY STONE, WASHINGTON, B.C., REPRESENTING 
MELAMINE CHEMICAL, INC., DONALDSONVILLE, LA.

Senator DANFORTH. Mr. Stone.
Mr. STONE. Thank you, Mr. Chairman.
My name is Jay Stone, president of Jay Stone Associates. I am here 

on behalf of Melamine Chemicals to testify in favor of S. 1542, as 
introduced by Senator J. Bennett Johnston.

Melamine Chemicals, Inc., is a joint venture of Ashland Oil Corp. 
and the First Mississippi Corp. and is located in Donaldsonville, La.

I am just going to summarize my statement, Mr. Chairman.
Essentially, what we are asking here is for a reciprocal duty as to 

what they charge in the EEC as opposed to what we charge. We want 
them both to be 9.2 percent.

What has happened is that over the last few years, as my partner 
over here has mentioned, the foreign governments have been illegally 
dumping melamine into the United States at less than fair value prices, 
which has run all the melamine producers in the country out of busi 
ness, except for Melamine Chemicals, Inc., and American Cyanamid.

American Cyanamid produces only for its own use; it doesn't sell 
to anybody else. In fact, it buys additional melamine. So there is really 
only one producer.

He mentioned that the Commerce Department had found that there 
was no material injury; however, we filed suit. And after 3 years of 
litigation the CIT reversed the Commerce Department's determination 
on March 25 of this year.

Also I want to just give you some statistics.
The Department of Commerce, when they filed their opposition to 

this last year on the House bill, they said there was no serious import 
injury. To give you an idea of what we consider "serious import in 
jury," our sales have gone from 53 million pounds in 1979 to 32 million 
pounds in 1982, a 40-percent decrease. Imported melamine rose from 
13.6 million pounds in 1980 to 21.6 million pounds by the end of 1982— 
a 63-percent increase. Because of this disparity, just in disparity of 
duties—and there are some other problems also—the foreign competi 
tion has about a 2 cent per pound edge over us.

We have had to shut down our plant in Donaldsonville twice for 6 
months at a time, and we are probably going to have to do it for an 
other 6 months next year unless something changes. And that probably 
means in a couple of years, if things don't change, if the courts con 
tinue to allow the Netherlands, Brazil and some other countries to 
dump this melamine in this country at less than what they are selling 
it for in their own country—in the case of Brazil they are selling it for 
$1.50 a pound, where it is about 45 to 50 cents a pound here, and they 
won't let us import it into Brazil, although we would like to; but if 
that doesn't happen pretty fairly soon—you are not going to have any 
domestic melamine suppliers, you are only going to have foreign. And 
we have seen what happens when we are totally dependent on foreign 
suppliers.

Now, the domestic buyers of foreign melamine oppose this tariff 
increase on the raw material, because it will increase their costs. But 
at the same time, they enjoy substantial protective tariffs on the fin 
ished goods that contain melamine.
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For example, the U.S. tariff duties on plates and dishes made from 
melamine are 4 cents per pound, plus 8 percent ad valorem. That 
equals 8 cents per pound and 16 percent on the actual melamine con 
tent—far more than the 4.8 percent that this legislation calls for. 
It seems to me they want their cake and eat it, too.

So, Mr. Chairman, we come to this committee asking for relief 
from this situation. This relief will rectify what we think is a mis 
take made by our negotiators back in the Kennedy round, who I'm 
certain had no intention of wiping out a domestic industry when 
they agreed to the rate schedule. But times and conditions have 
changed, and you have an opportunity to right the wrong that has 
been done.

I hope that you will see our side and help us stay in business and 
help our employees to keep their jobs, and restore some fair play to 
melamine trade.

[The prepared statement of Jay Stone follows:]
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Mr. Chairman, my name is Jay Stone, President of Jay Stone 

and Associates, Inc. of McLean, Virginia. I am here today on 

behalf of Melamine Chemicals, Inc. to testify in favor of S. 1542 

as introduced by Senator J. Bennett Johnston. Melamine 

Chemicals, Inc. is a joint venture of Ashland Oil, Inc. and First 

Mississippi Corporation and is located in Donaldsonville, 

Louisiana. The plant there manufactures melamine, a white 

crystalline substance which is made from urea, which is made from 

natural gas. It has a variety of uses including coatings for 

appliances, automobiles, building materials, and molded 

dinnerware. Only one other plant in the United States produces 

melamine and it is also located in Louisiana and is owned by 

American Cyanimid, which provides, largely for its own use.

Domestic melamine is identical to imported melamine, being 

manufactured by a plant a process purchased from the major Euro 

pean producer, Dutch State Mines, a government ow-ed company. 

Access to raw materials is virtually the same and the costs of 

production, as best we can determine are about the same. This 

being the case, there appears to be no reason why the EEC duty 

rate is 9.2 percent ad valorem and the U. S. duty rate is less 

than half that, 4.4 percent ad valorem. Even excluding other 

factors which worsen the case, this gives the importers about a 2 

cent per pound competitive edge. As a result, despite the fact 

that the cost of production in the Un'ited States is "at'least as
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percent ad valorem and does not address the other issues. A 

hearing was held in the House on May 3, 1983, but no further 

action has been taken.

Mr. Chairman, as a general rule, we do not believe that 

American industry should hide behind a protective wall of 

restrictions, quotas and high tariffs. But we also believe that 

there are exceptions to every rule where common sense and fair 

play must prevail. We do not take this step lightly. We are 

here only as a last resort after spending countless thousands of 

dollars and hours trying to use the system created by Congress to 

seek a solution to this problem. A brief history of the adminis 

trative and legal steps we have taken prior to this point is 

contained in Appendix A of this testimony.

The Department of Commerce, in its report to the House last 

year on H. R. 6360 opposed passage for two reasons. First they 

said they had no evidence of "serious import injury" to this 

industry. I suppose MCI will have to go broke and fire its 100 

workers for them to see injury. To give you an example of our 

injury, our sales have gone from 53 million pounds in 1979 to 32 

million pounds in 1982, a 40 percent decrease. Imported melamine 

rose from 13.6 million pounds in 1980 to 21.6 million pounds by 

1982, a 63 percent increase. We have the capacity to provide 

about seventy million pounds per year. We had to shut down our
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melamine. For example, U. S. tariff duties on plates and dishes 

made from melamine are 4 cents per pound plus 8 percent ad 

valorem. That equals 8 cents per pound and 16 percent on the 

actual melamine content, far more than the 4.8 percent this 

legislation calls for.

So, Mr. Chairman, we come to this Committee asking for 

relief from this situation. This relief will rectify a mistake 

made by our own negotiators, who, I am certain had no intention 

of wiping out a domestic industry when they agreed to the rate 

schedule. But times and conditions have changed, and you have an 

opportunity to right the wrong that's been done. I hope you will 

see our side and help us stay in business, help our employees to 

keep their jobs, and restore some fair play to melamine trade.
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FACT SHEET

RE: S. 1542 - a bill to establish a
9.2Z duty rate on imported melamine

WHAT IS MELAMINE?

Melamine is a white crystalline substance made from 
urea which is used in the manufacturing process of various 
plastics and laminates, including building materials 
(formica), molded dinnerware (Helmac) and some automobile 
parts. It is manufactured in the U. S. and other countries 
by an identical process at virtually the same cost.

WHAT DOES THE BILL DO?

It increases the U. S. duty on imported melamine from 
4.4% to 9.2% ad valorem, exactly the rate charged by the 
European Economic Community, in other words, a reciprocal 
tariff.

WHT DOES THIS NEED TO BE DONE?

Foreign companies, subsidized by their governments, 
have invaded the U. S. market since the Kennedy Round of 
trade negotiations lowered the U. S. duty to one half of the 
European duty to an extent that the sole U. S. supplier of 
melamine has cut its production in half and is about to fold 
up completely. Even though it has been proved that the 
foreign companies are "dumping" melamine in the U. S.; i.e., 
selling at less than fair market value, no relief has been 
given by the Administrative machinery and the U. S. Trade 
Representative does not have the authority to negotiate a 
change. This duty increase would simply restore parity to 
tariff rates to correct the imbalance brought on by the 
earlier negotiations.

WILL THIS COST ANYTHING?

It will not cost the Treasury of the United States one 
penny. If the duty is raised, a compensation must be made 
on some other product. Estimates are that this will be in 
the amount of less than $500,000 per year, a minis cute 
amount that can easily be absorbed without harming U. S. 
interests .
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-ftelaitiine Chemicals, Inc. s-15£|p'ENDIX A

The story of how actions by the U.S. and foreign govern 

ments have caused MCI to be beseiged in its own market is set 

out below.

1. The Kennedy Round (1968)

Prior to 1968 .there was little trade in melamine. 

MCI was prevented by foreign government restrictions from 

exporting to any but a few Latin American countries, and the 

U.S. duty (10.5%) was high enough to prevent massive imports 

on a regular basis. As a result of the Kennedy Round,' how 

ever, the rate was decreased in stages to 5% in 1972. The 

EEC duty, on the other hand, was reduced to only 9.8%.

At about this same time a number of new plants (or ex 

pansions of existing plants) were built in Japan, Europe and 

South America. This expansion of capacity created a serious 

oversupply and, as a result, foreign melamine began to flow 

into the U.S. at extremely .low prices. Accordingly, MCI took 

a number of actions to defend itself as described below.

2. Attempts to. Export

First, MCI looked into the possibility of exporting 

to other markets, including the EEC, Brazil and Japan, but 

foreign government restrictions made this impossible (a de 

scription of the barriers MCI encountered in Europe is de 

scribed in Attachments 1 and 2).

3. The Trade Act of 1974 and GSP' 

Although nothing was done to provide access to 

foreign markets for U.S. exports of melamine, the U.S., in 

the Trade Act of 1974, provided for a Generalized System of
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Preferences for less developed countries. Melamine was named 

as an eligible commodity under this program and, thus, imports 

of raelamine from certain cpuntries including Brazil, became 

eligible to enter the U.S. duty free. Imports from these 

countries did not begin for several years, however.

4. Dumping by Japan (1975) - The System Works 

On November 14, 1975 MCI initiated an-antidumping 

proceeding against imports from Japan which were being sold 

in the U.S. at prices which were 60% below the comparable 

price in Japan. The ITC decided in a 3 to 3 vote that the 

U.S. industry was being injured by reason of such less than 

fair value (LTFV) sales. Accordingly, a tie vote being an 

affirmative result in dumping- cases, an antidumping order was 

issued, and the Japanese producer ceased selling in the U.S. 

market.

5. The Austria, Italy and Netherlands Dumping 
Cases (1979-83) - A Misinterpretation of the 
Law and a Three Year Delay

As soon as the Japanese producer left the U.S. 

market, low priced imports began to come in from the Nether 

lands and, to a lesser extent, from Austria and Italy. Ac 

cordingly, on March 23, 1979 MCI initiated an antidumping 

proceeding against imports from these three countries. The 

Commerce Department found that imports from all three coun 

tries were being sold at LTFV, but on May 5, 1980 (because 

of a mistaken interpretation of the law) Commerce withdrew 

the LTFV determination against the Netherlands. The ITC then
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found that the injury done to MCI by imports from Austria and 

Italy alone was not sufficient to trigger the antidumping law. 

Accordingly, all three cases were dismissed at the administra 

tive level, and the foreign producers involved were permitted 

to continue their I/TFV sales.

MCI appealed the findings in all three cases to the Court 

of International Trade (CIT). On March 25, 1983 the CIT, 

after nearly three years of litigation) reversed the Commerce 

Department's determination in the Netherlands case, and re 

manded it to Conoierce for further proceedings. The appeals 

in the Austrian and Italian cases are still pending.

6. The Federal Maritime Commission Proceeding
(19S1) - Relief from Inbound Outbound Freight 
Rate Disparities

Information brought to light during the antidumping 

proceedings against the Netherlands, Austria and Italy indi 

cated that one reason European producers were able to sell 

in the U.S. market at low prices was because the freight rates 

for transporting melamine from Europe to the United States 

was slightly over 2rf per Ib. while the freight rate for trans 

porting U.S. melamine to Europe over the identical route was 

over Si per Ib. Accordingly, on June 11, 1931 MCI brought 

an action in the Federal Maritime Commission to correct this 

inbound-outbound freight rate disparity. Thereafter, favor 

able settlements were reached with the various carriers, and 

on February 3, 1982 MCI withdrew the complaint.
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7. Request for Legislation (1982) 

In May 1981 MCI, realizing that administrative 

remedies had been either too slow or too fragmented, asked 

that legislation be introduced to raise the U.S. duty up to 

the level of the EEC duty so that in future trade negotiations 

they could be reduced at the same rate. Congressman Henson 

Moore introduced the legislation in the House where it was 

referred to the Ways and Means Committee. However, both the 

Commerce Department and the USTR opposed enactment of the 

legislation on the ground that, if the duty were raised, the 

U.S. would have to give the EEC compensation on some other 

product. The bill will come up for hearing before the Trade 

Subcommittee on May 5, 1983.

8. The Brazil Dumping Case (1981) - One Way Tradeping 
ucedAt Greatly Reduced Prices 

In 1981 the Brazilian producer, who is protected 

from competition in the Brazilian market by a prohibition on 

imports, developed a large inventory of melamine because of 

a decrease in the demand for melamine in Brazil. Accordingly, 

in 1981-82 large quantities of Brazilian melamine was shipped 

to the U.S. free of duty under the GSP program. On September 

13, 1982 MCI filed a dumping petition pointing out that the 

Brazilian melamine was being sold in the U.S. at a little over 

40i per Ib. , while the identical product was being sold in 

Brazil by the same producer for $1.50 per Ib. Thus, there 

was a dumping margin in excess of 300%.

28-805 O - 84 - 17
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On October 28, 1982 the ITC, after a preliminary inquiry,
/

found that there was "no reasonable indication" that the "U.S. 

industry" was being materially injured by the LTFV sales from 

Brazil. The ITC found that the "U.S. industry" is made up 

of the melamine producing facilities of both MCI and American 

Cyanamid. American Cyanamid produces for its own use, and 

thus does not compete with imports for the business of its 

major customer. Accordingly, its plant is fully occupied. 

MCI, on the other hand, must sell in the merchant market in 

competition with imports, and its plant was closed for six 

months in 1981-32 for lack of orders. When the captive 

American Cyanamid plant is lumped together with the indepen 

dent MCI plant, however, there is " no reasonable indication" 

of material injury to the "industry." Accordingly, this pro 

ceeding was terminated.

On December 8, 1982 MCI appealed to the CIT from this 

ITC determination. 

Conclusion

U.S. foreign trade laws are designed to insure that the 

most efficient producer will win in commercial competition. 

In general, this result appears to be achieved, but the series 

of events which have occurred in the case of melamine illus 

trate that in a few cases the opposite result is achieved. 

Probably this cannot be prevented. The problems are too 

complex, and the authority to deal with them is necessarily 

too dispersed among disparate government agencies to permit 

a coordinated approach in every case. Accordingly, Congress
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will probably have to continue to be satisfied if the 

administrative machinery which it has set up to handle foreign 

trade problems works reasonably well in the vast majority of 

cases.

Where, as in the case of melamine, the administrative 

system fails to achieve its purpose, however, it is necessary 

for Congress to act to correct the mistakes.
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Senator DANFORTH. Thank you, sir.
Senator Matsunaga.
Senator MATSUNAGA. No questions.
Senator DANFORTH. Senator Chaf ee.
Senator CHAFEE. No questions, but it certainly is nice to see our 

former colleague Senator Scott here.
Senator SCOTT. Thank you. That is highly appreciated.
Senator MATSUNAGA. Mr. Chairman, I too wish to welcome our 

former colleague. It's nice to see you.
Are you still dealing in art?
Senator SCOTT. I do some dealing in the art field.
Senator MATSUNAGA. I had the opportunity to travel with the Sen 

ator to the Far East, and it was quite an enlightening experience. 
I learned more about art on that short trip than I did in the remainder 
of my life.

Senator SCOTT. Well, one of my colleagues used to say when I was 
in the Orient, "It was a Jade-Scott trip."

[Laughter.]
Senator MATSUNAGA. Thank you, Mr. Chairman.
Senator DANFORTH. Thank you.
Next, S. 1524: Mr. Steger, and Mr. Abbott.
Senator CHAFEE. All right.
Mr. Steger.

STATEMENT OF RONALD STEGER, PRODUCTION MANAGER, 
PAPST MECHATRONIC CORP., NEWPORT, R.I.

Mr. STEGER. Mr. Chairman, my name is Eon Steger, and I am the 
production manager for Papst Mechatronic Corp. of Newport, E.I.

I would like to thank the committee for extending me the oppor 
tunity to appear here today, along with our trade attorney Mr. Brian 
Burke, to express Papst's strong support for Senate bill 1524, a bill 
which will suspend the customs duty for 2 years on certain parts of 
computer memory disk drive spindle motors.

Just to let you know what this particular product is, I have brought 
along a sample motor that we manufacture in our plant in Ehode 
Island. This particular motor is used in a Winchester disk drive 
memory, which is commonly used in personal computers. The spindle 
motor is the main drive component which rotates the memory disk.

Papst Mechatronic Corp. is a small but growing American high 
technology company which manufactures these precision electronic 
motors and also cooling devices at our plant in Newport, E.I. We 
have invested well over $5 million in our facility in Ehode Island 
and plan to employ over 150 people with a projected payroll in excess 
of $150,000 per month.

Four years ago our company's parent corporation in West Ger 
many pioneered the development of this computer memory disk drive 
spindle motor.

The market for this particular type of high technology motor is 
expanding, and it is highly price competitive. Today that market is 
dominated by certain Japanese companies and Papst.
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Papst is currently forced to import certain parts for these motors 
from its present company. Given the inverted structure of the present 
motor parts tariff, importing only these specially designed parts puts 
Papst at a significant disadvantage vis-a-vis the Japanese, who import 
fully manufactured motors. The duty rate for a fully manufactured 
motor is only one-half of the duty rate for parts of the motor. This in 
verted rate has the effect of penalizing Papst for its decision to manu 
facture these motors in the United States with American labor and 
American parts. S. 1524 will correct this anomaly.

We are asking for a 2-year duty suspension period during which 
we can develop domestic sources of supply for these parts, and become 
a completely independent operation in Rhode Island.

This bill will not adversely affect any other American motor manu 
facturers who seek to enter this market, because it will only place com 
peting American manufacturers on an equal footing, while in some 
situations it may actually help other American companies.

S. 1524 will not adversely affect American parts manufacturers be 
cause it gives Papst the ability to immediately source certain parts for 
its motors domestically while allowing it an opportunity to secure re 
liable domestic parts sources for the specially designed components.

This bill will not benefit the Japanese but, rather, will allow an 
American manufacturer to compete against them effectively. To take 
advantage of this bill, the Japanese will have to make similar invest 
ments in the United States and therefore actually increase U.S. jobs.

In summary, Papst is the predominate American manufacturer of 
this motor, and its main competition is from the Japanese. The bill 
puts Papst on an equal footing with the Japanese and will not harm 
domestic manufacturers. The failure to pass this bill will only benefit 
the Japanese and risk the loss of American jobs.

Thank you very much.
Senator CHAFEE. Thank you, sir.
[Mr. Ronald Steger's prepared statement follows:]
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STATEMENT OF RONALD E. STEGER

ON BEHALF OF PAPST HECHATRONIC CORPORATION

IN SUPPORT OF S. 1524

Mr. Chairman, my name is Ronald Steger and I am the Production Manager 

for Papst Mechatronic Corporation of Newport, Rhode Island. I would like to thank 

the Committee for extending me an opportunity to appear today along with our 

Trade attorney, Mr. Brian Burke, to express Papst's support for S. 1524, a bill to 

suspend the Customs duty for two years on certain parts of computer memory disk 

drive spindle motors.

Papst Mechatronic Corporation is a small but growing American high- 

technology company which manufactures precision electronic motors and cooling 

devices at our plant in Newport. These devices are designed for use in computer 

equipment. By the end of this year Papst Mechatronic will be employing over ISO 

persons with a projected payroll in excess of $150,000 per month.

Four years ago our company's parent corporation in West Germany 

pioneered the development of a permanent magnet, brushless, electronicnlly commu- 

tated, direct current, fractional horsepower motor which turns the memory disk of 

a Winchester type computer memory. The motor eliminates the need for external 

drives by incorporating the spindle by which the memory disk is driven into the 

motor itself. This particular type of motor is now widely used in the 5i" disk drives 

commonly found in personal computers. The market for this particular type of high- 

technology motor is expanding and is highly price competitive. Today that market 

is dominated by Papst and certain Japanese companies.
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In 1982, a decision was made to create Papst Mechatronic and begin 

manufacturing this spindle motor in Rhode Island. While it is our intention for Papst 

Mechatronic to be completely autonomous and purchase all of its materials in the 

United States, we have not yet been able to develop reliable American sources of 

supply for certain specially designed components for these spindle motors. Therefore, 

during this manufacturing start-up period, Papst Mechatronic has found it necessary 

to continue to import these parts from its parent company. This need, unfortunately, 

has created a very serious problem for Papst Mechatronic under the present United 

States tariff laws. The problem, which S. 1524 would solve, is that for many of 

the small electric motors which Papst manufactures, the duty rate on imported parts 

is not only high, but much higher than the duty rate on the same motors if they 

are imported after already having been fully manufactured. Since the Japanese do 

not manufacture in the United States, but only import finished motors, the present 

tariff structure gives the Japanese a competitive advantage in this highly price- 

sensitive market, while, at the same time, penalizing Papst for its decision to invest 

in the United States and to employ American labor. By providing a temporary duty 

suspension only on these specially designed parts for this particular motor, S. 1524 

affords Papst the opportunity to secure domestic sources of supply for all its motor 

components while competing on an equal basis with the Japanese during this critical 

start-up period. Without this measure, Papst's efforts to create a stable, reliable 

American source of supply will be thwarted.

In terms of the cost of S. '1524 to the U. S. Treasury, it should be noted 

that during 1982 Papst paid approximately $55,000 in duties on parts for these 

motors, while in 1983 it is anticipated that the total duty bill will be approximately

-2-
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$134,000. However, the contribution Papst is making to the American economy in 

terms of its $5 million investment in plant and equipment, its payroll, and its increased 

purchases from American electric motor parts manufacturers as Papst begins the 

domestic sourcing of all its supplies, will far outweigh any potential loss of Customs 

revenues over the next two years.

We would like to emphasize that the only parties who will benefit from 

S. 1524 are those who manufacture this particular type of spindle motor in the 

United States. The duty on motors manufactured overseas is unaffected by the 

legislation. Therefore, any argument that the Japanese will benefit from S. 1524 

is completely spurious, since the Japanese can only benefit from this bill if during 

the next two years they decide, as Papst has done, to manufacture these motors in 

America.

Finally, S. 1524 will not adversely affect other American electric motor 

manufacturers. The bill only concerns certain parts of a particular type of electronic 

spindle motor developed by Papst. Papst is currently the only American manufacturer 

which is a significant factor in the market for this motor, the other significant 

producers all being Japanese. Any other American electric motor manufacturers 

who seek to enter the market for this type of motor over the next two years will 

also have to compete against Japanese-made motors and, to the extent any of those 

American producers are forced to import the same type of parts that Papst must 

now import, S. 1524 will benefit them as well. If, unlike Papst, other American 

manufacturers are not forced to import any parts, then S. 1524 would simply place 

competing American producers on an equal footing.

-3-
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Moreover, we do not know of any other American motor manufacturer 

which has made a capital investment and has the capacity to manufacture this 

particular type of motor on a scale that even approaches Papst's Newport facilities. 

We believe no other American company is in a position to meet the current demand 

of American disk drive manufacturers for this type of motor. If Papst is not able 

to compete effectively in this market, that demand will not be met by another 

American company; it will be met by increased imports and sales of Japanese motors.

In summary, S. 1524 rectifies an anomaly in the current tariff structure 

which penalizes an American company for manufacturing motors in the United States, 

and by rectifying this anomaly S. 1524 allows American producers to meet foreign 

competition in an expanding, price-sensitive market. On behalf of Papst Mechatronic 

I wish to express our complete support for the proposed legislation and to thank 

this Committee for its attention.

Respectfully submitted,

Papst Mechatronic Corporation

BY:
Ronald Steger
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STATEMENT OF JOHN ABBOTT, PRODUCT MANAGER, 
AIRFAX CORP., CHESHIRE, CONN.

Senator DANFORTH. Mr. Abbott.
Mr. ABBOTT. Mr. Chairman, my name is John Abbott. I am the 

product manager for brushless d.c. motors, AIKPAX Corp.
I want to make three major points in expressing our opposition to 

the passage of S. 1524.
First of all, I have brought along some product literature which 

indicates that AIRPAX is a major domestic competitor in this market. 
We have been involved in the market for over 4 years. We have in 
vested over $3 million in our tooling and developing of this product, 
and we are also at the point where we are about to undertake volume 
production and achieve our payback on this product.

There are also other domestic producers, one of which is present in 
this hearing room, Clifton Precision Industries, which I believe has 
invested over $1 million in the same product area.

At this time we are 100-percent domestically sourced in Connecticut 
and within the United States. In fact, we have even exported the same 
type of motor to foreign countries, thereby contributing, we feel, sub 
stantially to the U.S. economy.

Finally, I would like to bring to your attention a particular aspect 
of the market for this type of motor, which has also been mentioned by 
our competitors, the fact that it takes from 2 to 4 years, typically, for 
a project to go from the development stages through tooling and then 
to eventual production. At this point, to change the trade policy under 
which the initial investment decisions that caused an entry to this 
marketplace were made would be to change the rules of the ball game 
a.fter the seventh inning. We feel that this would be unfair, and that 
is our principal opposition to the S. 1524.

Thank you, sir.
Senator DANFORTH. Thank you, sir.
[The prepared statement of John Abbott follows:]
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AIRPAX
CHESHIRE DIVISION
Cheshire Ind. Park, Cheshire. CT USA 06410, 203 272-0301

TESTIMONY PRESENTED TO THE SUB-COMMITTEE ON 
IHTEBNATIONAL TRADE, SENATE COMMITTEE ON 
FINANCE CONCERNING S1524, A BILL TO SUSPEND 
FOR TWO YEARS THE DUTY ON PARTS OF SPINDLE 
MOTORS SUITABLE FOR COMPUTER. MEMORY DISK 
DRIVES.

WASHINGTON, D.C. - OCTOBER 21, 1983

Mr. Chairman, Honorable Members:

My name is John Abbott. I am the Brushless DC Product Manager 
for AIRPAX Corporation, the Cheshire Division, A North American 
Philips company.

I'm here to present testimony in opposition to S 1524.

AIRPAX Corporation is a major U.S. manufacturer of electric 
motors for the computer peripheral marketplace. The permanent 
magnet brushless DC spindle motor is a major and rapidly grow 
ing portion of our motor business. I have attached our product 
brochure which shows the breadth of our product offering in this 
area. The potential market for this type of motor is, we believe, 
well in excess of one million motors per year. We offer the 
brushless DC motor complete with spindle, and also as a parts 
kit consisting of a rotor and stator which can be combined with 
the customer's spindle. The product literature indicates 
AIRPAX total commitment to this product area.

AIRPAX-Cheshire has approximately 800 employees, with many of 
them employed in production of the brushless DC motor. AIRPAX 
has invested in excess of three million dollars in the develop 
ment and tooling for this motor. All of this money has been 
expended in the domestic economy, providing employment among our 
vendor base as well as within AIRPAX. We feel that this method 
of obtaining material is more beneficial to the U.S. economy 
than the method by which our competitors could operate if S 1524 
was approved.

The Brushless DC motor is a significant development in motor 
technology. Recent articles in the Wall Street Journal and 
other publications have highlighted its increased energy 
efficiency and other desirable performance characteristics.

Airpax Corporation. A North American Philips Company.
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AIRPAX
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We feel that the development and sustainance of a healthy U.S. 
industry will bring long-run benefits to the U.S. consumer and 
U.S. industry. In fact, the availability of a U.S. design 
capability for motors is essential to the maintenance of U.S. 
leadership in the peripheral area.

We feel that U.S. trade policy with respect to motors is a 
complex subject area, and that the present legislation, while 
intended to benefit a particular company, might have the un 
intended effect of opening U.S. markets to other manufacturers 
whose products would have even less domestic content than those 
encompassed by the manufacturer in whose behalf the bill is 
being offerred.

Mr. Chairman, this is the conclusion of my prepared testimony. 
I thank you for the opportunity to present AIRPAX views on 
this legislation.
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DC MOTORS
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Series K85901 Brushless DC Motors/with spindle

This motor is designed specifically for 5X" Winchester disk drives. It is a unipolar type. 
supplied complete with a high-precision spindle assembly. 
Outstanding features^
• Extremely dose tolenince of spindle assembly. Repetitive hub nmout is 400 micro- 
inches max. Non-repetitive hub runout is under SO micro-inches.
• The complete motor is assembled &nd packaged in a Class 100 whita room to ensure 
freedom from contamination.
• Capable of driving up to five standard disks. 
. LowEMI.
• Ftuid magnetic seal between spindle housing and hub assembly prevents any 
contaminants in tfie permanently lubricated precision beanngs from polluting the disk.
• An internal sensor which produces a timing pulse (open collector output) with 
each revolution.
• Spindle ground contact made of stainless steel, insures positive ground and long life.

Outline and Mounting Dimensions

•: ^5f| &?V.
;;;.J -^SEL"

•gfSif •'•!'- | |- !5S,,-.-> »«"- as -

•'••V"' •%;

Typical Performance Curve

S^S

s:

Typical Specifications (25°C)- 
Orderlng Part No. K85901
No kaj speed 
Peak torque 

•Peak prater 
No. of phases 
Itoolpola 
Toique constert 
Voflaoe constant

Applied vottage 
Inductance line to line 

(61000HZ)
"Coil resistance line to line 
Thermal resistance* 
Inertia 
Weight

4800 rpm
63.5 mNm (9 oz-in)
40 watts
3
4
18 mNm/A (2.3 oz-in/A)
0,018votts/rad/sec
(1.7 volts/1000 rpm)
9Vdc
0.89 mH

1.2 ohms
3°C/watt
0.42 g.m» (a06 oz-in/sec*}
0.68kg (15 IBs)
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Series K85901 Brushless DC Motors/with spindle

Hall Effect Switching Coil Diagram . -

CT FINISH LEWS

Switching and Commutation Sequence
The three Hall cells mounted 60 mechanical degrees apart are effected by the rotor 
magnets to provide the logic outputs Si Si and Sa according to the Truth Table- 
Commutation Sequence Chart. Switch S* is a once per revolution Index Pulse (50 micro 
seconds minimum pulse width @ 3600 rpm).
Each output is an open collector which must be connected to a voltage supply V+ 
through a resistor R to limit the current. The maximum voltage is 25 Vdc and the maximum 
current is 15m A.
If V+ is 5Vdc the resistor could be 1KQ Logic 1 would thus be 5 Vdc. 
The switching sequence is a three state sequence which repeats twice every revolution. 
Interface Logic between the St, St. Sa outputs and the coil drivers must be provided to 
give the indicated motor coil voltage polarity as shown for each of the six conditions.

Truth Table-Commutation Sequence-Rotation (CCW)

DEGREES

Hall 
. Effect 
Switching

Motor 
Coll 

Switching

Electrical
Mechanical

S,
s>
Si
A
B
C

0
0
1
0
1

ON
OFF
OFF

60
30

1
0
0

ON
OFF
OFF

120
60

1
1
0

OFF
ON
OFF

180
90
0
1
0

OFF
ON
OFF

240
120
0
1
1

OFF
OFF
ON

300
150
0
0
1

OFF
OFF
ON

0
180

1
0
1 -

ON
OFF
OFF

60
210

1
0
0

ON
OFF
OFF

120
240

1
1
0

OFF
ON
OFF

180
270
0
1
0

OFF
ON
OFF

240
300
0
1
1

OFF
OFF
ON

300
330
0
0
1

OFF
OFF
ON

0
360

1
0
1

ON
OFF
OFF
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Series L85101 Brushless DC Motors/Kits
The 3%" O.D. L85101 brushless DC motors are designed especially for 8" rigid disk 
drives, as well as for other highrprecision, high-reliability servo and drive applications. 
They consist of a 3-phase wye connected staler winding, and 4-pole permanent 
magnet field rotor. They deliver optimum power at efficiency up to 80%. 
They are supplied as an assembly kit consisting of rotor and stalor The user adds spindle 
and drive electronics. Hall effect sensors are mounted in the stator to control switching. 
Custom spindle can be supplied on request.

Outline and Mounting Dimensions

Typical Performance Curves
Typical Specifications (25°C)- 
OrderingPartNo. LB5101
No load speed 
Peak torque 
Peak power 
No. of phases 
No. of poles' 
Torque constant 
Voltage constant

4000 rpm
636 mNm (9 oz-tn)

55 mNm/A (7.8 oz-in/A) 
0.055 volts/rad/sec 
(5.8 volts/1000 rpm) ' 
24Vdc 
1.4 mH

Applied votepe 
Inductance line to line

(@lOOOHz)
Coil resistance line to line 1.3 ohms 
Thermal resistance* 12°C/watt 
Inertia 0.42 g.m* (0.06 oz-in/sec*) 
Weight 0.55kg (1.2 Ibs.)

AIRPAX CORPORATION. ChMNra. Connecticut
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Series K85401 Brushless DC Motors/Kits
These 4)4" brushless DC motors are designed specifically for 8' multiple stack or 14" 
single stack rigid disk drives, as well as for other applications needing high-efficiency 
and good speed control, such as pumps, centrifuges and process equipment They have 
high-efficiency, up to 75%, produce no major EMI and have excellent speed control. 
They are supplied as an assembly kit of rotor and stator. to which Ihe user adds spindle 
and drive electronics. Hall effect sensors are mounted in the stator to control switching. 
Custom spindle can be supplied on request

Outline and Mounting Dimensions

*V^;> .i^|§s:.S?
^(Hf^ ^'fl&lsf^;!

':jHj$ HilfwSf ;c
.. - -- •&:<,••'.*»•'•••
'^•:j$iS*J

Typical Performance Curves
Typical Specifications (25°C)- 
Ordering Part No. K85401

5000 rpm
1412 mNm [200 oz-in) 
JCOwatB
3
4
42mNm/A(6ozHn/A)
0.042 voRs/rad/sec
(4.4 volts/1000 rpm)
24Vdc
0.<mH

Coil resistance line to line 0.32 ohms 
Thermal resistance* 10°C/watt 
Inertia 1 56 g rrf (022 O 
Weight 1.1 kg (2.5 Ibs.)

No toad speed 
PBak torque 
Peak power 
No. of poles 
No. of phases 
Torque constant 
Voltage constant

Applied voltage 
Inductance line to line

AIRPAX CORPORATIOH CtlMNra. CamMtfcul
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Series K85601 Brushless DC Motors/Kits

These 6" brushless DC motors are applicable to large disk drives and other uses where 
higher torque values are needed. Efficiency is up to 85%. No major EM). They are 
supplied as an assembly kit consisting of rotor and stator. The user adds spindle and drive 
electronics. Hall effect sensors are mounted in the stator to control switching. Custom 
spindle can be supplied on request.

Outline and Mounting Dimensions

Typical Performance Curves
Typical Specifications (25°C)- 
Ordering Part No. K85601
Nok 
Peak torque 
Peak power 
No. of phases 
No. of poles 

' Torque constant 
Voltage constant

Applied voltage 
Inductance line to line 0 65 mH 
(@1000Hz)

Coil resistance line to line 
Thermal resistance* 

• Inertia 
Weight

3800 rpm
upto4.9mNm(7000i-in) 
500 watts
3
4
1C€mNm/A(15oz-in/A) 
0.106 volts/rad/sec 
(1 1 volts/1000 rpm)

0.30 ohms
4°C/watl
7.77 am1 (1.1 oz-in/sec1)
3kg'(6.6lbs.) '
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Series L85101, K85401 and K85601 Brushless DC Motors/Kits

Hall Effect Switching Coil Diagram

:r/.TYP FOR

Switching and Commutation Sequence
The three Hall cells mounted 30 mechanical degrees apart are effected by the rotor 
magnets to provide the logic outputs Si, Si and Sa according to the Truth Table- 
Commutation Sequence Chart
Each output is an open collector which must be connected to a voltage supply V+ through 
a resistor R to limit the current. The maximum voltage is 25 Vdc and the maximum 
durrent is 15mA.
If V+ is 5Vdc the resistor could be 1KO. Logic 1 would thus be 5 Vdc. 
The switching sequence is a six state sequence which repeats twice every revolution. 
Interface Logic between the Si, S», Si outputs and the coil drivers must be provided to 
give the indicated motor coil voltage polarity as shown for each of the six conditions.

Truth Table-Commutation Sequence-Rotation (CCW)

DEGREES

Hall 
Effect 

Switching
Motor 
Coll 

Switching

Electrical
Mechanical

s,
s,
&
A •
B
C

0
0
0
0
0

L_+
—

OFF

60
30
0
0
1
+

OFF
-

120
60
0
1
1

OFF
+
-

180
90

1
1
1
-
+

OFF

240
120

1
1 .
0
-

OFF
+

300
150

1
0
0

OFF
— '

+

0
180
•0 .

0
0
+
—

OFF

60
210
0
0
1
+

OFF
—

120
240
0
1
1 •

OFF
+
—

180
270

1
1
1
-
+

OFF

240
300

1
1
0
-

OFF
+

300
330

1
0
0

OFF
—
+

0
360
0
0
0
•f
—

OFF



270

jAirpax Corporanon A North American Philips Company 
Cheshire Division • - • -. 
Cheshire Ind Park. Cheshire. CT USA 06410. 203 272-0301 
Telex .96-2421 TWX 710-455-4048



271

Senator DANFORTH. Senator Matsunaga.
Senator MATSUNAGA. How many employees do you have?
Mr. ABBOTT. Sir, we have 800 employees in Cheshire, Conn. About 

a tenth of those are involved in the brushless d.c. motors. We also have 
plants in Maryland and Florida.

Senator MATSUNAGA. Mr. Steger, how many employees are involved 
in your company ?

Mr. STEGER. We project to have around 150 by the end of the year; 
We are currently at 100.

Senator MATSUNAGA. No further questions.
Senator DANFORTH. Senator Chafee.
Senator CHAFEE. Thank you, Mr. Chairman.
Mr. Steger, what do you say to what Mr. Abbott has to say ?
Mr. STEGER. Well, first of all, this bill does not alter the competi 

tive structure of the industry, because the Japanese, who are import 
ing finished motors at a much lower rate than——

Senator CHAFEE. Hang on a minute. See if I understand. Under the 
present tariff laws you can import the entire motor for less than you 
can import—there is less duty on that than there is on the individual 
pieces of that motor that you bring in ?

Mr. STEGER. That is correct, about half.
Senator CHAFEE. And what you are saying is that you make parts 

of it here and you import the other parts, and thus the total motor 
you make is a higher cost than an imported motor because of the high 
tariffs that are on the individual parts ?

Mr. STEGER. Yes.
Senator CHAFEE. Now, dp I understand that Mr. Abbott is saying 

that he can supply.you with those parts that you import? Is that 
right?

Mr. STEGER. Yes and no.
Mr. ABBOTT. Not directly for his motors, Senator, but the motor 

that we produce here is 100-percent domestically sourced.
Senator CHAFEE. All right. Go ahead.
Mr. STEGER. It is our intent to source our parts domestically, as well. 

The problem is, right now the tariff structure is such it doesn't allow 
us to do that on an economic basis. We are forced to import parts kits 
right now which don't allow any flexibility at all in sourcing any of 
the parts domestically. We either have to import a parts kit or a finished 
motor; for example, we can't source this part of the motor which we 
would like to source domestically perhaps without adversely affecting 
the overall structure of the tariff. And therefore, this bill will give us 
the time needed to develop suitable domestic sources of supply for all 
our components and therefore be 100-percent American made.

Senator CHAFEE. Now, what do you say to that, Mr. Abbott?
Mr. ABBOTT. Sir, at the present time we can provide a U.S. customer 

with a motor that is 100-percent American made. And we also feel 
that sourcing of the individual components—there is the capability 
with the technology present within our vendor base, which is avail 
able, basically, locally in New England, to provide these kinds of 
components.

Senator CHAFEE. Yes. You are not very far apart geographically. 
Have you met?
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Mr. STEGER. Not recently.
[Laughter.]
Senator CHAFEE. Well, please do.
Mr. SIEGER. OK.
[Laughter.]
Senator CHAFEE. Well, all right.
Mr. STEGER. I would reply just to the statement that Mr. Abbott 

just made, in terms of locating sources of supply: We feel certain we 
will be able to locate sources of supply; the problem is, it takes time 
to develop these particular sources that will meet the specific needs 
of our particular designed motor. We were the pioneers in the field, 
and we have certain specific design characteristics which make our 
motor one of the dominant motors in the industry today.

Senator CHAFEE. Well, we hope you enjoy thriving success.
Mr. STEGER. We hope so, also, Senator.
Senator DANFORTH. Thank you very much.
Senator CHAFEE. Thank you.
Thanks, Mr. Steger and Mr. Abbott.
Senator DANFORTH. Now we go to S. 702: Mr. Goldberg and Mr. 

Chambers.

STATEMENT OF EDWARD GOLDBERG, ELBE PRODUCTS, INC., MEL 
VILLE, N.Y., ACCOMPANIED BY MORRIS J. AMITAY, WASHING 
TON, D.C.
Senator DANFORTH. Mr. Goldberg.
Mr. GOLDBERG. Mr. Chairman, Senators, my name is Edward Gold 

berg, director of marketing and sales of Elbe Products. I am accom 
panied by our Washington counsel, Morris J. Amitay, and we appre 
ciate the opportunity to appear before the subcommittee today.

We would like to make your subcommittee aware of our strongest 
opposition to Senate bill 702.

Elbe Products is a U.S. corporation located in New York, with 
warehouse and office facilities both in New York and in St. Louis. 
Elbe Products and its associate companies are suppliers of imitation 
leather and employ approximately 700 people in the United States.

We import products that are comprised of layers of plastics and 
textiles backing and are closely made to resemble leather in appear 
ance and feel.

Elbe Products has recently been involved in a costly and lengthy 
court case regarding the proper classification of these products. This 
case was favorably decided for us by the Court of Customs and Patent 
Appeals. The court found products in imitation of leather to be prop 
erly classified in schedule 7 of the Tariff Schedules. We believe that 
this section of Senate bill 702 had been drafted specifically to reverse 
the Elbe decision and did not receive appropriate consideration by 
the House Ways and Means Committee.

It should be noted that in the Elbe case the merchandise consisted 
of imitation leather, and that's what Elbe is interested in. The imita 
tion leather is sold to domestic manufacturers of footwear, handbags, 
and luggage, a group of industries that employ domestically approxi-
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mately 150,000 people for domestic manufacturing. Reclassifications 
through legislation would result in a duty increase on this type of 
merchandise. This would create increased costs for these domestic in 
dustries and ultimately for American consumers when the increased 
raw materials costs are passed along.

I refer to a comment made by B. H. Bridgewater, the president of the 
Brown Group of St. Louis, Mo., this past week before the Los Angeles 
Committee of Security Analysts, where he stated that the Brown Shoe 
Co., in order to remain competitive in their domestic manufacturing, 
is going to increase their purchasing of foreign materials.

Thus, a duty increase affecting this merchandise is not appropriate 
at a time when public policy dictates continuing to fight to control 
inflation and stimulate domestic manufacturing recovery.

Further, this is not the time to place an additional burden on the 
U.S. footwear industry. With the passing of the American selling- 
price basis of appraisal, the footwear industry is particularly vulner 
able today. As we heard from an earlier witness, imports of footwear 
have risen dramatically, causing domestic manufacturers to file section 
301 complaints with the U.S. Trade Representative.

It is also important to note that a section of 702 seeks to eliminate 
tariff provisions that were specifically created in the Tariff Schedules 
Technical Amendments Act of 1965. The tariff provisions created 
through the act in 1935 intended to have imitation leather products 
such as those that we import classified under section 7 and not schedule 
3 of the Tariff Schedules. This bill would revoke the legislation to a 
minor or noncontroversial tariff bill, even though opposition was ex 
pressed by a number of members of the House Ways and Means Com 
mittee such as Congressman Frenzel.

Also, the proponents of this change probably do not realize that more 
American jobs would be lost by their legislation than if the present 
classification remained. More U.S. workers depend on the importation 
of this material for their livelihood than would be helped by raising 
its cost, making their products less competitive, thereby causing the 
loss of even more jobs.

It is not uncommon, as you all know, to revoke prior legislation 
when the circumstances change or where Congress realizes that the 
earlier legislation had been in error. Here, however, we believe that the 
competing interests are the same as originally. This legislation will 
injure domestic footwear, handbag, and luggage manufacturers who 
utilize this raw material but was very little benefit to anyone other than 
the imitation leather manufacturers.

The industries likely to be hurt by this legislation are the very 
industries which benefitted wrhen the Tariff Schedules technical 
amendments were first passed. Not only are the competing interests the 
same but the viability of these domestic operations is even more ques 
tionable today than in 1965, and there are more compelling reasons 
for protecting the shoe and the luggage and leather goods industries 
today than previously.

Additionally, Congress should realize that the legislation proposed 
here is much broader than is required in this situation. The Elbe case 
which started this legislation is limited to classification of imitation 
leather-type products. Elbe is a retrial of this issue after the Customs
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Service limited the appellate court's decision in U.S. v. Canadian 
Vinyl. The import of these cases taken together, which rely heavily 
on legislative history set out in the Tariff Schedules Technical Amend 
ments Act, is that the plastic-coated textiles which are in imitation of 
leather are classifiable under schedule 7 of the Tariff Schedules.

Basically what we are saying, Senators and Mr. Chairman, is that 
this bill is much too broad for what it's trying to do, and that it totally 
works against what we think is the intent of the original legislation 
and the intent of the courts.

Thank you.
Senator DANFORTH. Thank you, sir.
[Mr. Edward Goldberg's prepared statement follows:]
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SUBMITTED TO THE SUBCOMMITTEE

ON INTERNATIONAL TRADE

UNITED STATES SENATE COMMITTEE ON FINANCE

RELATING TO MISCELLANEOUS TARIFF BILL H.R. 3398 (S. 702)

October 21, 1983

On Behalf of Elbe Products, Inc.
Edward Goldberg
Director of Marketing and Sales
30 Hub Drive
Melville, NY 11747
(516) 420-8844
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Mr. Chairman:

My name is Edward Coldberg, Director of Marketing and Sales of Elbe Products,. Inc. 

I am accompanied by our Washington counsel, Morris J. Amitay, and we appreciate the 

opportunity to appear before this Subcommittee today.

We would like to make your Subcommittee aware of our strongest opposition to 

Section Ul of H.R. 3398 (S. 702).

. Elbe Products is a United States corporation located at 30 Hub Drive, Melville, 

Nuw York, 11746, with warehouse facilities and offices both in New York and in 

St. Louis. Elbe 1'roducts and its associated companies are suppliers of imitation 

leather and employ approximately 700 people in the United States who are Involved 

with the importation and distribution of this merchandise. Their imported products 

arc comprised uf layers uf plastic and textile backing and closely resemble leather 

in appearance and foul.

Elbe Products liad recently been involved in a costly and lengthy court case 

regarding the proper classification of these products. This case was favorably 

decided for Elbe by the Court of Customs and'Patent Appeals (The United States vs. 

lilbe Products. _____CCPA ____, C.A.D. 1267 (1981)). The Court found products 

in imitation of leather to be properly classified in Schedule 7 of the Tariff 

Schedules. We believe that Sec. Ill had been drafted specifically to reverse the 

Elbe decision and did not receive appropriate consideration by the House Ways and 

Means Committee. We believe that this provision should not be included in any 

Senate bill for a number of valid and compelling reasons.

It should be noted that in the Elbe case the merchandise consisted of imitation 

leather. This imitation leather is sold to domestic manufacturers of footwear, 

handbags, and luggage and is used as a raw material in those domestic manufacturing 

operations. Reclassifications through legislation would result in a duty increase on 

this type of merchandise. This would create increased costs for these domestic 

industries and ultimately for American consumers when the increased raw materials 

costs are passed along. Thus, a duty increase affecting this merchandise is clearly

1)
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not appropriate at a time when public policy dictates continuing the fight to control 

inflation and stimulating domestic manufacturing recovery.

Further, this is not the time to place an additional burden on the United States 

footwear industry. With the passing of the American Selling Price basis of appraisal, 

and Orderly Marketing Agreements which have expired, the footwear industry is parti 

cularly vulnerable today. Imports of footwear have risen dramatically, causing ( 

domestic manufacturers to file a Section 301 complaint with the U.S. Trade Representa 

tive. Additionally, we believe that certain domestic footwear manufacturers have 

requested trade assistance so that they may remain viable.

It is also important to note that Sec. Ill seeks to eliminate tariff provisions 

that were specifically created in the Tariff Schedules Technical Amendments Act of 

1965. The tariff provisions created through the Act in 1965 intended to have 

imitation leather products, such as those imported by Elbe, classified under Schedule 

7 of the Tariff Schedules and not Schedule 3 of the Tariff Schedules. Sec. Ill would 

revoke that legislation through a "minor" or "non-controversial" tariff bill, even 

though opposition was expressed'by a number of members of the House Ways and Means 

Committee.

Also, the proponents of this change probably do not realize that more American 

jobs would be lost by their legislation than if the present classification remained. 

More U.S. workers depend on the importation of this material for their livelihoods 

than would be helped by raising its costs and making their products less competitive   

thereby causing the loss of jobs.,. This fact will undoubtedly be made public by the 

labor unions affected when the unintended ramifications of this measure are appraised.

It is not uncommon to revoke prior legislation where circumstances change or 

where Congress realizes that the earlier legislation has been an error. Here, however, 

we believe that the competing interests are the same as originally. This legislation 

will injure domestic footwear, handbag, and luggage manufacturers, who utilize this 

raw material while it is of very little benefit to anyone other than the imitation
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leather manufacturers. The industries likely to be hurt by this legislation are 

the very industries which benefitted when the Tariff Schedules Technical Amendments 

Act specifically directed Customs to classify imitation leather under Schedule 7 

of the Tariff Schedules. Not only are the competing interests the same, but the 

viability of these domestic operations is more questionable today than in 1965 

and there are more compelling reasons for protecting the interests of all of these 

domestic industries than only those of the manufacturers of imitation leather.

Additionally, Congress should realize that the legislation proposed here is 

much broader than is required in this situation. The Elbe case, which stimulated 

this legislation is limited to the classification of imitation leather type products. 

Elbe is a retrial of this issue after the Customs Service limited the appellate 

court's decision in the United States vs. Canadian Vinyl Industries, 64 CCPA 97, 

C.A.D. 1189 (1977). The import of these cases taken together, which rely heavily 

on the legislative history set. out in the Tariff Schedules Technical Amendments 

Act, is that plastic-coated textiles which are in imitation of leather are classifi 

able under Schedule 7 of the Tariff Schedules. Nothing has been ordered by the 

Customs Court. In fact, when an importer attempted to apply this history to an 

imitation suede leather situation, the importer was unsuccessful (See C. Itoh & 

Co, America, Inc. _____C.I.T._____, Slip Op. 81-29 (decided April 7, 1981)).

Against this background, Sec. Ill is not only controversial, and harmful overall 

to U.S. industry, but is much broader than is required to remedy the problem created 

by the Elbe and Canadian Vinyl decisions and so limited that they should not be the 

subject of legislation at all. The impact on the domestic man-made fiber or plastics 

industry can only be slight, whereas the harm to the entire domestic footwear, handbag, 

and luggage industries will be appreciably great if Sec. Ill is enacted.

Further, the desire of the proponents of this legislation to classify certain 

vinyl and plastic products as textile articles simply because they include some
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textile components would lead to a convoluted and strained interpretation of the 

Tariff Schedules. This kind of tariff classification practice which goes against 

common understanding and clarity should be avoided in structuring Tariff Schedules.

Finally, Congress should consider the impact of Sec. Ill on our relationship 

with our trading partners. Unnecessary and blatant protectionist legislation 

contained in Sec. Ill is contrary to the Administration's stated trade policy and 

is contrary to the general trend of duty rate reductions pursuant to the latest 

GATT rounds. Compensation, if given, could also adversely impact additional 

domestic parties.

In conclusion, the Tariff Schedules as currently drafted provide for a sensible 

classification scheme and one recently endorsed by the courts. To legislate a 

change such as that contained in Sec. Ill, the Senate Finance Committee should be 

presented with a better rationale than that of the specific interest involved here.
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STATEMENT OF GORDON J. CHAMBERS, PRESIDENT, CHAMCO, INC., 
WHITE PLAINS, N.Y., ON BEHALF OF THE INDUSTRIAL FABRICS 
ASSOCIATION INTERNATIONAL AND OTHERS
Senator DAN:FOKTH. Mr. Chambers.
Mr. CHAMBERS. Good morning, Mr. Chairman and members of the 

Senate subcommittee. My name is Gordon Chambers, and I am a mem 
ber of the board of directors of the Industrial Fabrics Association 
International and immediate past chairman of the association's coaters 
and laminators division.

I am testifying today on behalf of a broad labor-industry coalition 
which supports S. 702, already passed by the House of Representatives 
as section 111 of H.E. 3398.

S. 702 is sponsored by Chairman Danf orth and Senators Moynihan 
and Mitchell. This bill is essential to preserve an American industry 
providing over $1.1 billion in product and employing 50,000 people.

I am pleased to note that the administration raised no objection to 
the companion measure in testimony before the House Ways and 
Means Subcommittee on Trade. If enacted into law, S. 702 will restore 
imported coated and laminated fabrics currently classified as "plastic 
sheeting," to classifications "textiles" under schedule 3.

The fabrics with which we are concerned are woven or nonwoven 
textiles which have a rubber or plastic coating on one or both sides.

We are not here to ask the Congress or the executive branch to 
change their classification of coated and laminated fabrics, for the 
legislative history cited in our written testimony or statement makes 
clear the fact that the Congress already considers these fabrics to be 
"textiles," and the Treasury Department and Customs Service have 
always followed this intent.

What has happened, however, is that the Court of Customs and 
Patent Appeals has ruled that congressional and longstanding ad 
ministrative practices may no longer be followed. As a result, most im 
ported coated or laminated fabrics must now be classified as "plastic 
sheeting" under schedule 7, rather than "textiles" under schedule 3.

S. 702 clarifies the language of the tariff schedules to insure that 
these fabrics are from now on classified, as Congress always has meant 
them to be, as "textiles."

As a result of the court decision, the duty assessed upon many im 
ported coated and laminated fabrics was slashed, and, indeed, the 
availability of duty-free entry under the generalized system of pref 
erences was dramatically increased. S. 702 would return these textile 
fabrics to the tariff category the Congress intended.

To illustrate this point, we would note that importers such as our 
friends here, Elbe Products, currently bring in coated fabrics from 
Western Europe and directly compete with members of our industry. 
Under the Elbe Products court case, they pay a duty of 5.1 percent. 
When we import the same fabrics to compete in the European markets, 
we are assessed a duty of 13.3 percent. All S. 702 seeks to do is to restore 
parity in tariff treatment. U.S. manufacturers seek no special protec 
tion; we are prepared to compete both domestically and in foreign 
markets. All we seek are fair rules and a level playing field.
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The scope of 702 is purposely narrow. The ITC has reviewed it to 
insure that it affects only coated and laminated fabrics. PVC plastic 
sheeting is entirely unaffected by the bill. It has no textile substraight; 
it is entirely different in composition, and it is used in a very different 
application. Moreover, the bill would have almost no effect upon the 
volume of imported high plastic content fabrics used in manufacturing 
automobile seatcovers, sport bags, tennis racquet covers, and other 
items of that type. These fabrics still would be eligible for duty-free 
entry under GSP, and applicable rates of duty would not be sub 
stantially affected.

The most important impact of S. 702 would be to restore reasonable 
tariff treatment to the coated fabrics which are 30 percent or more, by 
weight of fabric, knitted or woven from manmade fibers, as well as 
light-weight cotton coated fabric or newer coated nonwoven fabrics. 
These coated fabrics would be returned from schedule 7 to schedule 3.

If S. 702 is not enacted, we expect to see a substantial investment in 
foreign production of fabrics to meet these descriptions, with a severe 
impact on domestic coated and laminated fabrics.

Our fabrics are used in wallcoverings, upholstery, automotive, ap 
parel, construction, luggage and footwear, and the marine and boating 
industries.

I would note that we have been advised that the U.S. footwear in 
dustry does not oppose this legislation.

On behalf of those in this industry, I appreciate the time.
Senator DANFORTH. Thank you.
[Mr. Gordon J. Chambers' prepared statement follows:]
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TESTIMONY OF GORDON J,. CHAMBERS

IN SUPPORT OF 

S. 702

BEFORE THE 
SUBCOMMITTEE ON INTERNATIONAL TRADE

OF THE 
SENATE COMMITTEE ON FINANCE

ON BEHALF OF

Industrial Fabrics Association International 
St. Paul, Minnesota

Amalgamated Clothing and Textile
Workers Union 

New York, New York

American Textile Manufacturers
Institute 

Washington, D.C.

B.F. Goodrich 
Akron, Ohio

Chemical Fabrics and Film
Association 

Cleveland, Ohio

Compo Industries 
Lowell, Massachusetts

INDA, Association of the
Non-Woven Fabrics Industry 

New York, New York

Knitted Textile Association 
New York, New York

Man-Made Fiber Producers
Association 

Washington, D.C.

Northern Textile Association 
Boston, .Massachusetts

Wallcovering Manufacturers
Association 

Springfield, New Jersey
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SUMMARY OF PRINCIPAL POINTS 
IN SUPPORT OF S.702

1. The legislative history of the 1963 Tariff Schedules and of 

the Technical Amendments Act of 1965 clearly indicates that 

textile fabrics coated or laminated on one or both sides with 

  rubber or plastic should be classified as textiles. The 

Treasury Department and Customs Service have always followed 

this intent.

2. The U.S. Court of Customs and Patent Appeals twice ignored

this Congressional intent. As a result, most imported coated 

or laminated fabrics are now classified as plastic sheeting.

3. By clarifying TSUS headnote language, S.702 returns coated 

and laminated fabrics to Schedule 3.

4. PVC vinyl sheeting is not affected by S.702.

5. Coated fabrics utilized to produce automobile seat covers,

sports bags and tennis racket covers are virtually unaffected 

by S.702.

6. S.702 is supported by an industry which directly employs 50,000 

persons and which produced fabrics valued at $1.1 billion in 

1982.

7. The companion measure has already been passed by the House of 

Representatives as Section 111 of H.R. 3398.

8. The Administration reviewed S.702 and testified in the House 

that it has no objection to the bill.

28-805 O - 84 - 19
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Good morning Mr. Chairman and members of the Subcommittee. 

My name is Gordon Chambers. I am a member of the Board of 

Directors of the Industrial Fabrics Association International 

and the immediate past chairman of that association's Coaters 

and Laminators Division. I appreciate the opportunity to be 

here today to testify in support of S. 702, already passed by 

the House of Representatives as Section 111 of H.R. 3398. 

S. 702 is sponsored by Chairman Danforth and Senators Moynihan 

and Mitchell. I am pleased to note that the Administration 

raised no .objection to the companion measure in testimony 

before the House Ways and Means Subcommittee on Trade.

If enacted into law, S. 702 will reclassify imported 

coated and laminated fabrics, currently classified as 

plastic sheeting, as textiles under Schedule 3. I will 

attempt to summarize briefly the contents of the written 

statement filed with the Subcommittee on September 9th, and 

request that the statement be included in the record of 

these proceedings.

I am testifying today not just on behalf of the Industrial 

Fabrics Association International. Rather, I am here today 

representing a broad labor-industry coalition which also in 

cludes the Amalgamated Clothing and Textile Workers Union, the 

American Textile Manufacturers Institute, the Man-Made Fiber 

Producers Association, the Chemical Fabrics and Film Associa 

tion, the Wallcovering Manufacturers Association,.the Knitted
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Textile Association, the Association of the Non-Woven 

Fabrics Industry, the Northern Textile Association, Compo 

Industries and B. F. Goodrich.

The U.S. coated and laminated fabrics industry directly 

employs approximately 50,000 people. In 1982 coated and 

laminated fabrics valued at approximately $1.1 billion were 

produced in the United States. These fabrics are used as 

wallcovering and upholstery, and in the automotive, apparel, 

construction, luggage, footwear, marine and boating, and air 

and water filtration industries. If S. 702 is not enacted, 

the coated and laminated fabrics industry and its employees 

face the prospect of severe injury from lower priced imports.

We are not here to ask the Congress or the Executive Branch 

to change their classification of coated and laminated fab 

rics, for the legislative history which we have cited in our 

written statement makes clear the fact that Congress already 

considers these fabrics to be textiles, and the Treasury 

Department and Customs Service have always followed this 

intent. What has happened, however, is that the Court of 

Customs and Patent Appeals has ruled that Congressional and 

long-standing administrative practice may no longer be fol 

lowed. As a result, most imported coated or laminated fabrics
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must now be classified as plastic sheeting under Schedule 7, 

rather than as textiles under Schedule 3. S. 702 clarifies 

the language of the tariff schedules misinterpreted by the 

Court in order to ensure that these fabrics are, from now on, 

classified as Congress always has meant them to be, as 

textiles.

As a result of the Court decisions, the duty assessed upon 

many imported coated and laminated fabrics was slashed and, 

indeed, the availability of duty-free entry under the 

Generalized System of Preferences was dramatically increased. 

S. 702 is needed to return to these textile fabrics the tariff 

treatment which Congress intended them to receive. As has 

always been the case, many imported fabrics would, even when 

classified under Schedule 3, remain eligible for GSP treatment.

The bill's scope is purposely narrow. The ITC has reviewed 

it to ensure that it affects only coated and laminated fab 

rics . By that I mean a woven or non-woven textile fabric 

which has a rubber or plastic coating on one or both sides. 

PVC plastic sheeting, which has no textile component, and 

coated or laminated fabrics, which do have a textile substrate, 

are entirely different in composition and are used in very dif 

ferent applications. S. 702 would have no effect whatsoever 

upon PVC plastic sheeting.
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Moreover, the bill would have almost no effect upon the 

volume of imported high-plastic content fabrics used in the 

manufacture of automobile seat covers, sports bags and tennis 

racket covers. These fabrics still would be eligible for 

duty-free entry under the GSP, and the applicable rates of 

duty would not be substantially affected.

The most important impact of S. 702 would be to restore 

reasonable tariff treatment for coated fabrics which are 30 

percent or more by weight of fabric knitted or woven from 

man-made fibers. These coated fabrics would be returned from 

Schedule 7 to classification under TSUS 355.82, where the duty 

presently is $.08/lb plus 12.8% ad valorem, and where GSP 

treatment is not accorded. Also affected would be lightweight 

coated cotton fabrics which would be returned to TSUS 355.65, 

as well as the newer coated non-woven fabrics, which under 

S. 702 would be returned from Schedule 7 to TSUS 355.02 

through 355.25.

If S. 702 is not enacted, we expect to see substantial new 

investment in foreign production of fabrics meeting these de 

scriptions, with severe impact on the domestic coated fabric 

industry.
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To illustrate our point, we would note that importers such 

as our friends at Elbe Products currently bring coated fabrics 

into the country from Western Europe in direct competition 

with members of our industry. Under the Elbe Products court 

case, they pay a duty of only 5.1 percent. When we attempt 

to export the same fabrics to compete in European markets, we 

are assessed a duty of 13.3 percent. All S. 702 seeks to do 

is to restore parity in tariff treatment. U.S. manufacturers 

seek no special protection. We are prepared to compete in 

both domestic and foreign markets. All we seek are fair rules 

and a level playing field.

On behalf of the industry groups and employees which I am 

representing here today, I urge your favorable and expedited 

consideration of S. 702. It is needed to reclassify as tex 

tiles the fabrics which the industry, the Administration and 

the Congress always have considered to be textiles.

I appreciate the opportunity to be here today and would be 

happy to respond to any questions the Subcommittee may have.
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Senator DANFORTH. Senator Matsunaga.
Senator MATSUNAGA. Is this bill intended to reverse the Elbe deci 

sion, Mr. Chambers?
Mr. CHAMBERS. Our intent is to restore our—back in 1965, over 20 

years ago, we as businessmen had relied on Congress to guide us in 
legislative areas where duty had been a problem. We have always 
been able to rely on that. Now we find a situation where we can't rely 
on that being a "textile." It's always been a "textile" as far as Con 
gress is concerned- and now they have dropped it over into the 
schedule 7, which is a "plastic sheeting."

In all cases there is a textile involved, which is the substraight 
that must be coated.

Senator MATSUNAGA. Mr. Goldberg, are you of the impression that 
this bill, S. 702, would severely in]ure your industry?

Mr. GOLDBERG. Yes, I am, Senator. And in fact, to answer your 
previous question, if I may, Mr. Chambers' trade group in their pub 
licity statement after the court of appeals ruled in our favor put out 
releases specifically to produce a bill to turn around the court's deci 
sion—to revoke the court's decision.

Senator MATSUNAGA. How many employees would be involved?
Mr. GOLDBERG. In what manner, Senator?
Senator MATSUNAGA. How many employees would be .adversely 

affected, in your opinion?
Mr. GOLDBERG. Well, it is difficult to state; but if you take the total 

industries involved that use coated fabrics; that is, imitation leather, 
if you are talking those total industries, they employ over 150,000 
people. Now, I can't honestly say they will all be affected, but the 
total industry is 150,000 people.

Senator MATSUNAGA. How would the employees be affected?
Mr. CHAMBERS. Well, it would be a devastating situation, because 

we would no longer be able to manufacture a coated and laminated 
fabric here in the United States, because it would be easier for us 
to import. So therefore we would eliminate jobs directly related to 
the 50,000.

We also would incorporate the weavers who we buy fabric from, 
and also incorporated in the weavers are the yarn producers. So it 
could be a devastating effect within the whole textile industry.

Senator MATSUNAGA. No further questions, Mr. Chairman.
Senator DANFORTH. Mr. Goldberg, do I understand you to say that 

the Brown Group opposes this bill?
Mr. GOLDBERG. Senator, yesterday, before I came here, I spoke to 

Ed Meiser, senior vice president of Brown, to tell them I was coming 
to testify. He said he totaly agreed with what I was testifying on. 
I consulted with him on some of my testimony, and he totally agreed 
with it.

Senator DANFORTH. And therefore it is your view that the Brown 
Group, which is a major corporate constituent of mine with many em 
ployees in the State of Missouri, is opposed to this bill. Is that correct ?

Mr. GOLDBERG. Sir, they are for the idea of sourcing raw materials 
from abroad so they can more competitively compete with the domestic 
manufacturers.

Senator DANFORTH. Are they opposed to this bill ?
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Mr. GOLDBERG. Ed Meiser—once again, senior vice president of the 
Brown Shoe Co.—was opposed to the bill; but whether he has the 
ability to speak for the group, I don't know.

Senator DANFORTH. Mr. Meiser stated to you that he is opposed to 
this bill?

Mr. GOLDBERG. Yes, sir.
Senator DANFORTH. And is the Footwear Industry Association 

opposed to this bill ?
Mr. GOLDBERG. In reality, sir, we just started to speak and talk to 

them about it this past week; so I can't give you a definite answer on 
that.

Senator DANFORTH. Do you have any knowledge of whether the 
footwear industry is opposed to this bill ?

Mr. GOLDBERG. My feeling is that as they get more informed they 
will be.

Senator DANFORTH. That is your judgment?
Mr. GOLDBERG. Correct.
Senator DANFORTH. But they have not taken that position and 

stated it to you ?
Mr. GOLDBERG. They have not taken that position yet. No, sir.
Senator DANFORTH. Mr. Nehmer, who is the spokesman for the Foot 

wear Industry Association, was here this morning testifying on an 
other bill. Wouldn't you think that he would be here testifying on this 
bill if the footwear industry had a position ?

Mr. GOLDBERG. Senator, in all honesty, we have not contacted him yet 
specifically on this bill. We have talked to various owners of different 
footwear companies such as people in the Brown Group, such as On- 
cross Shoe up in New England. We have not actually contacted the 
association.

Senator DANFORTH. Do you think Brown Group is aware that I 
represent the State of Missouri in the Senate ?

Mr. GOLDBERG. Yes, sir.
Senator DANFORTH. Do you think they would be in touch with the 

chairman of the International Trade Subcommittee if he had intro 
duced this bill and they were against it ?

Mr. GOLDBERG. Sir, as I said, I just spoke with Ed Meiser yesterday.
Senator DANFORTH. You are not a member of the Footwear Indus 

try Association, are you ?
Mr. GOLDBERG. No.
Senator DANFORTH. And you are not an employee of Brown.
Mr. GOLDBERG. No.
Senator DANFORTH. You can't purport to speak for them, can you ?
Mr. GOLDBERG. No. As I said, I am just repeating what Mr. Meiser 

told me.
Senator DANFORTH. We have checked with Mr. Nehmer, and he 

says that the Leather Products Coalition which he represents has ex- 
presslv taken the position that it does not and will not oppose this 
bill. He believes that is the position of the Footwear Industry Asso 
ciation, although he is not aware of whether or not they have taken 
any formal position, one way or another. But he thinks that that is nlso 
the position of the Footwear Industry Association. Do you think Mr. 
Nehmer is wrong or right ?
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Mr. GOLDBERG. Sir, I think when the Footwear Industry Association 
becomes more aware of the effect that this bill will have on their 
ability to compete in the domestic market, my feeling is—and once 
again, I can't speak for them—that they will be against the bill.

Senator DANFORTH. Well, you have spoken to them. You came be 
fore this subcommittee and you testified as to a position of Brown 
Group and knowing, I would think, that I happen to represent the 
State of Missouri in the U.S. Senate, and that the Brown Group is a 
major corporation in my State with many, many employees.

Mr. GOLDBERG. Senator, I specifically said "Mr. Ed Meiser, senior 
vice president of the Brown Shoe Co." And I said I do not know 
if he has the ability to speak for the group or not. I then specifically 
quoted a statement by Mr. Bridgewater last week in terms of their 
desire to source foreign raw materials. This is a public statement.

Senator DANFORTH. Well, I certainly am going to be in touch. I 
have tried to get in touch with them while you were testifying, and 
without success thus far. But you certainly have peaked my curiosity. 
This bill was introduced more than a year ago, and I would think 
that the Brown Group would have contacted me to state their posi 
tion. And they have not, in over a year, contacted me to state their 
position on this bill. I have not heard anything by way of representa 
tion of the position of the Brown Group except for your representa 
tion of what you think is their view or what you think will be their 
view.

Mr. GOLDBERG. No, sir, it's what Mr. Meiser told me on the telephone 
as the view of, once again, the senior vice president for purchasing 
at the Brown Shoe Co.

Senator DANFORTH. For purchasing?
Mr. GOLDBERG. Correct.
Senator DANFORTH. Of the Brown Group?
Mr. GOLDBERG. Of Brown Shoe.
Senator DANFORTH. Of Brown Shoe?
Mr. GOLDBERG. Correct.
Senator DANFORTH. Which is a division of the Brown Group?
Mr. GOLDBERG. Correct.
And furthermore, by this statement, which was a public statement 

by Mr. Bridgewater, and which was in fact reported in this week's 
Boatwear News.

Senator DANFORTH. By Mr. who?
Mr. GOLDBERG. By Mr. Bridgewater, the president of the Brown 

Group.
Senator DANFORTH. What did he say ?
Mr. GOLDBERG. Mr. Bridgewater, the president of Brown Group, 

as reported in this week's Boatwear News, stated, "Last week at a 
meeting in Los Angeles of the Society of Financial Analysts that 
Brown Shoe Co. is using foreign sourcing of components and mate 
rials to stay competitive in domestic manufacturing."

Senator DANFORTH. And what do you read that to mean?
Mr. GOLDBERG. I read that to mean, sir, that——
Senator DANFORTH. That Brown has turned into a bunch of free 

traders ?
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Mr. GOLDBERG. Well, it depends on what side they are on at the 
moment——

[Laughter.]
Mr. GOLDBERG [continuing]. As applies to all of us.
But I read it to mean that they see that, especially in urethanes 

and what is called "coagulated urethanes" which are used in shoe 
materials, they think that they can get more competitively priced 
materials and more fashionable materials from offshore.

Senator DANFORTH. Well, I certainly will find out what their posi 
tion is. As I say, you have peaked my curiosity on it.

I took your initial statement as a statement of the position of Brown 
Group, and I don't think that is their position; but I will certainly 
find out.

Mr. GOLDBERG. No, sir. Specifically, I mentioned Mr. Meiser, and 
then the public statement of Mr. Bridgewater.

Senator DANFORTH. All right.
Gentlemen, thank you very much.
S. 453: Mr. Datt and Mr. Harris.

STATEMENT OF JOHN C. DATT, SECRETARY AND DIRECTOR OF THE 
WASHINGTON OFFICE, AMERICAN FARM BUREAU FEDERATION, 
ACCOMPANIED BY GUY DONALDSON, PENNSYLVANIA FARMERS 
ASSOCIATION, AND JERRY SIETSEMA, AMERICAN AGRICUL 
TURAL MARKETING ASSOCIATION, APPLE DIVISION, LANSING, 
MICE.
Mr. DATT. Thank you very much, Mr. Chairman.
The purpose of this bill is to impose a one-tenth of 1 percent per 

gallon duty on applejuice. What I would like to do at this time is to 
introduce two leading applegrowers, one from the State of Pennsyl 
vania and one from the State of Michigan, to comment on this par 
ticular legislation. And if there is time enough, I will summarize at 
the end.

[Mr. Datt's prepared statement follows:]
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Presented by 
John Datt, Secretary and Director, Washington Office
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Washington Office — 600 Maryland Ave.. SW. Washington. DC 20024. Phone: (202) 484-2222
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STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION
TO THE SUBCOMMITTEE ON INTERNATIONAL TRADE

OF THE SENATE FINANCE COMMITTEE
REGARDING S. 453

Presented by 
John Datt, Secretary and Director, Washington Office

October 21, 1983

Farm Bureau appreciates the opportunity to comment on a tariff 
bill which has been referred to your Subcommittee on International 
Trade. S. 453, a bill Farm Bureau strongly supports, would impose 
a 1/10 of 1 cent per gallon duty on imported apple and pear juice.

The purpose of the 1/10 of 1 cent per gallon duty on apple and 
pear juice imports is merely a way to place subsidized Argentine apple 
juice imports in a dutiable category enabling Farm Bureau to file a 
countervailing duty petition without the bother and tremendous expense 
of proving "injury" to the domestic apple industry.

Farm Bureau is keenly interested in the passage of S. 453. This 
bill was introduced by Senator Warner and now has 15 cosponsors.

Over the past seven years, the quantity of apple juice imported   
into the United States has grown from 34.38 million gallons (single 
strength equivalent) in 1976 to 103.76 million gallons in 1982. 
Foreign apple juice is imported in concentrated form for 
reconstitution in this country. This represents the equivalent of 
more than 30 million bushels of apples, a figure greater than the 
average annual production of Michigan and Pennsylvania combined.

Twenty-three (23) million gallons of the increase are from Argentina 
which shipped 18.86 million gallons in 1976 and 41.95 million gallons 
in 1982. The quantity imported in 1981 represents 10.67 million 
bushels of apples, more from Argentina alone than the total annual 
apple production for the State of Virginia.

The dramatic increase in apple juice imports is a major concern 
to U.S. apple growers. Their concerns are magnified when we find that 
the government of an exporting nation is providing a substantial 
subsidy to the processors and exporters of that product. Farm Bureau 
finds a willingness of its members to compete with growers in other 
countries on a fair basis, but they cannot compete with the treasuries 
of other countries.

Attached are data providing the levels of imports from foreign 
sources for the period 1965-1983, and the quantities of apples 
represented by such imports. Also attached is a review of the subsidy 
schemes provided by the Argentine Government to its apple industry to 
develop export capabilities.
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Page 2

It is obvious from the information available to us that the 
Government of Argentina is indeed subsidizing its exports of apple 
juice into the United States' market to the detriment of U.S. apple 
growers and processors of domestic apple juice.

The Tariff Schedule of the United States provides a zero (0) duty 
on apple and pear juice imported from countries which enjoy the "Most 
Favored Nations" designation. Argentina has been so designated. 
Imports of apple and pear juice from countries not enjoying "Most 
Favored Nations" designation are subject to a duty of five (5) cents 
per gallon under T.S.U.S. Item No. 165.15. Apple and pear juice are 
the only juice imports free of duty under the M.F.N. category.

Since apple juice currently is not dutiable, the domestic apple 
juice industry would have to allege and the International Trade 
Commission would be required to determine "material injury" before a 
countervailing duty could be put into place to offset the Argentine 
subsidy advantage. Therefore, the purpose of S. 453 is to impose a 
minor duty on apple juice imports in order to place Argentina in a 
category whereby the Department of Commerce could investigate the 
export subsidies of Argentina with regard to apple juice and, if found 
to be as alleged, could initiate a countervailing duty action that 
would offset the Argentine subsidy advantage. This could be done 
without apple growers having to resort to costly legal fees to take 
their case before the International Trade Commission to prove material 
injury to the apple juice industry.

Farm Bureau will encourage those suffering from this practice to 
seek relief by petitioning the U.S. Department of Commerce to 
investigate these subsidies and if their findings are positive to 
instruct the Customs Service to apply countervailing duties as 
provided under Section 303 of the Tariff Act of 1930.

We urge that S. 453 be approved by your Subcommittee and that it 
be passed by the Congress to enable U.S. producers to seek relief from 
the subsidies provided by the Government of Argentina on apple juice 
exports from their country.
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vith 3. grs.ce period of cvo years. (Abcui $19 -Ll.li.c~ U.S. vcrrh c: leans vers u:ili_ 

by the CAJ sector.

?SZ7I00S LiiiijtS FROM FAS CA3LTD FKOM A?.CZ2iTIKA 6-25-fil, Joseph 7. Severs, AC Counsel

- 1980 GOA estailished a. 10X export rebate for fresh apples and pears,

-^ - January, 1S81, t^terea- free leans with repayment of 10 years fcr CAJ exporters. ^\ 

J- February, 1981, e^orc rebitts of 10Z fcr 5_1J_ produces erporred through Picagcrlan

porzs. (. la. April, 1981 rMs was reduced co 7Z) 

10-19-61 JAiSS 7. PABKT1 - AC Counselor -. :

- June, 1981, CAJ vas Included in the "value added 11 products a'llcvlag CAJ espoTttrs 

co excbihge 102 of exporr earnings ac che higher f ir. jackal race..

- AugMsr, 1981, prefinancing covering 60Z of the "03 erpcr^ value of CAJ. rL-paytient 

of one ytar and ]_I per

• tn 1977, Michigan, appla grover'] Jerry Sietse=2. visited Argentina and toured CAJ plants 

Tne plane &anagtr told Mr 1 . Sietsezia:

z.. The. planr, Villa. Rsgina, Argentina, Ls four jtaxs old and* ia tai free for 

10 yearr (no prope^rcy tax) because, ic is" an apple Juice plane,

b. There is a. 101 dlrec.c subsidy o= every dollar of produce sold abroad.
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TOTAL APPLE c, PEAR JUICE IMPORTS

YEAR

1965

1966

1967

1968

1969

1970

S971

1972

1973

1974'' 

1975

1976

1977

1978

•1979

1980

1961

1982

1983*.

i JANUARY - MAY ONLY 
FOR COK=AR1SCN,

JANUARY - MAY 1982 
JANUARY - MAY 1983 •

TOTAL 
GALLONS

5,049,295

3,080,203

2,535,422

10,908,738

14,168,506

16 B34,S32

34,112,513

25.632,907

20,697,580

21,495,957 "1 

21,216,285

34,367,544

31,906,859

44,394,152

66,501,098

43,520,365

81,602,668

103,756,056

63,560,371

28,448,347 
63,560,371

TOTAL 
<.2 LB. BU.

1 ,402,582

855,612

704,284

3,030,205

3,935,696

4,678,759

9,475,698

7,120,252

5,749,328

5,986,623 

5,908,737

9,576,259

8,886,058

12,363,770

18,472,527

12,089,324

22,667,408

30,880,374

18,973,245

8,492,044 
18,973,245

CONVERSION, 3.35 GAL/BU. 

SOURCE* FAS-USDA, SINGLE STRENGTH EQUIVALENT GALLONS AND 42» BU RAW FRUIT EQUIVALENT
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79

TOTAL VALUE DF APPLE JUICE CONCENTRATE
U.S. DOLLARS

CANADA

AUSTRIA

BULGARIA

FRANCE

GERMANY, WEST

ITALY

SPAIN

SWEDEN

ARGENTINA

CHILE

focreo
AUSTRALIA

CHINA, MAIN ———

ISRAEL

JAPAN

NSW ZEALAND

SOJTH AFRICA

URUGUAY

OTI^RS

TOTAL I

1977

723,325

228.861

248,169

1,381,238

56.404

339,665

643. S79

14,281,117

16,033

315,434

784,284

2.271

135,896

821

437,606

3,561,717

1 ,726,038

4 . 890. 673.

1978

607,180

230,090

140,533

1,270,090

58,948

236,047

500,439^

14,064

24,473,080

'•'726,621

392, 75d'

23,605

784

866,229

691,473

4,306,305

2,451,633

36.. 989, 8^2

1979

587,983

1,230,024

7,427,614

887,950

445.157

1,876,755

39,617,474

646,075

930,528

3.825

822,262

385,429

7,489,938

4,588,245

ejuisijLSj.

i960

672,514

1,303,626

4,333,058

2,632,434

553,208

1,410,151

17,319,472

330,354

990,832

10,813

1,910

74.1,619

1,900

370,944

6,380,812

3,011,753

40,065.600

.1961

1,395,956

598,448

1,449,649

5,148,107

50,487

2,911,983

299

27,225,955

1,506,033

2,631,238

39,387

1,460,772

2,045,947

9,112,657

325,261

4.122,956

40,22.7,558

iSSi

1,746,284

3,522,0.43

2,319,052

12,517,460

142,119

7,417,324

36,250,807

2,082,783

2,839,929

138,634

2,145,825

2,802,472

9.148,190

9,261.205

M . 3M .,,T

SOURCEl USDA FOREIGN AGRICULTURAL SERVICE
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ir.e rciiC'-t-zg is casec en izzcma:::.;::; rece.ive:: rrc- r.e .- crci^z .--zrz-cu-inre :ci v_^t, 

'USDA:

1) About 12 concentrating plants, are operating in Argentina cr.is year, hcvever, sous 

ire very s=ail.

2) About 65Z of the apples for processing go to ccncentated apple juice (CAJ).

3) The country of destination for ccr:ce^-rs.red apple juice (CAJ) rezL^rs u^ch^r.g&d 

i.&. cosily che U.S.

4) a. che c'urTenc e^porz rebare for C-LJ is 10Z, plus 10* for shipaerts jci^g chroug: 

Pacagcmia. porz of Puerzo Kadryn. Seportedly, ilziosz hsJ.f of 1981 se^scn shipZLC^cs coc 

advantage 'of shipping chrough Puerro iiadryn, ; ;

• b. CiJ Is also eligible for an "additional" e^porc rebace of L52 for the sij: =13:1; 

period ending nexr April 21.

c. Since Late August, CAJ eirporters have also been eligible for prt-export fiiaac 

covering up Co 60Z of cHe exporz value, wich incareai:. at one percent: ptr asaia and a 

repayraenc cers of 120 days. • -

d. The 10/901 flnaacial/co==ercial exchange rate nis i_s still in effect f-or CAJ 
•- i

exports. Currently, the financial rate ha_s increased to almost 60' above the ccr=:-rci 

rate level. (financial rate is li.OOO pesos per USS, cc^=LerijiaJ. rate ia 6,941 pesos 

per DS$), thus incre-asing che exporr vaJUie edge oreir non-value added produces s-och as- 

applej by sir percent:,

t. Given. rh^L' current siniatio-qy a"! 1 plants vnich operated this year are crpected. 

in. ope\ra.cioir for 1S32. Sources, expected, a. aor=?J_ to good year.

• £. Sodc>a pesos devaliiajdous: c!iis yea^r occured aj follavr: Fei Z-LOZ", A^rril I-jC 

June L-302, July 22-30Ij (che t^ro-cier exchanse rate-- system, vas: applied criy cs- the 

fjjn-gTT-J^ race with a: few exceptions, export crsT-^jrciom utilize the cc=ercial rate) 

(If loans are available for CAJ shippers because.- of the devalued peso S1BO G.S.. per ne
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STATEMENT OF GUY DONALDSON, APPLE PRODUCER IN ADAMS 
COUNTY, PA., REPRESENTING PENNSYLVANIA FARMERS' ASSO 
CIATION
Mr. DONALDSON. Mr. Chairman, my name is Guy Donaldson, and 

I am an apple grower in Adams County, Pa. On behalf of the Penn 
sylvania Farmers' Association, the largest farm organization in 
Pennsylvania, representing over 23,000 farm families, I would like 
to thank the members of this subcommittee for the opportunity to 
comment on Senate bill 453.

On September 2 of this year our association submitted a written 
statement to this subcommittee outlining the seriousness of subsi 
dized concentrated apple juice importation and its adverse effect on 
the U.S. apple producers.

Argentina and other countries subsidizing applejuice exports to the 
United States presently enjoy most-favored-nation status under our 
trade laws. The receipt of these foreign subsidies allows foreign ex 
porters to offer applejuice to American markets at a price which sig 
nificantly undercuts even that price which an American apple pro 
ducer must beat for his apples to recoup his cost of production.

It is impossible for American apple producers attempting to market 
their apples for juice to compete with subsidized exporters of apple- 
juice into the United States. Senate bill 453 would give our Nation's 
apple producers a fair chance to be competitive with those foreign 
producers who, as a result of governmental subsidies, have been exempt 
from having to fairly compete in American applejuice markets. And 
I urge this subcommittee to favorably report Senate bill 453.

Thank you, sir.
Senator DANFORTH. Thank you, sir.
[Mr. Guy Donaldson's prepared statement and Pennsylvania 

Farmers' Association statement of September 2 follow:]
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.My name is Guy Donaldson. I am an apple producer in Adams' 

County, Pennsylvania. On behalf of the Pennsylvania Farmers' 

Association, the- largest farm organization in Pennsylvania re 

presenting 23,431 farm families, I would like to thank the members 

of this Subcommittee for the opportunity to comment on Senate Bill 

453.

On September 2nd of this year, our association submitted a 

written statement to this Subcommittee outlining the seriousness 

of subsidized concentrated apple juice importation and its ad 

verse effect on United State apple producers. The information 

contained in our statement clearly shows that the present tariff 

and trade laws unreasonably and unfairly give subsidized foreign 

producers and exporters of imported concentrated apple juice a 

distinct marketing advantage over American apple producers 

attempting to sell their apples in the United States for apple 

juice.

Argentina and other countries subsidizing apple juice exports 

to the United States presently enjoy ''most favored nation" status 

under our trade laws. The receipt of these foreign subsidies 

allows foreign exporters to offer apple juice to American markets 

at a price which significantly undercuts even that price which 

an American apple producer must offer for his apples to recoup 

his cost of production.

The present remedy afforded under our trade laws - the 

assessment of countervailing duties - provides American producers 

little relief from subsidized exports of apple juice by "most 

favored nation" countries. The condition of "economic injury", 

which is necessary for the imposition of countervailing duties, 

applies only to the American commercial apple juice marketing
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industry. Economic injury to apple producers - the real suffer 

ers of subsidized apple juice imports - is insufficient to impose 

countervailing duties.

It is impossible for American apple producers attempting 

to market their apples for juice to compete with subsidized ex- 

gorters of apple juice into the United States. Senate Bill 453 

would give our nation's apple producers a fair chance to be 

competitive with those foreign producers who, as a result of 

governmental subsidies, have been exempt from having to fairly 

compete in American apple juice markets. I urge this Subcommittee 

to favorably report S. 453.

If you have any questions, I would be happy to answer them 

at this time.
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Senator DANTORTH. Mr. Sietsema.

STATEMENT OF JERRY SIETSEMA. AMERICAN AGRICULTURAL 
MARKETING ASSOCIATION, APPLE DIVISION, LANSING, MICH.

Mr. SIETSEMA. My name is Jerry Sietsema. I grow apples in Grand 
Eapids, Mich. I am a member of the board of the Michigan Processing 
Apple Growers Association and chairman of the American Agri 
cultural Marketing Association, Processing Apple Committee. I am a 
past president of the International Dwarf Fruit Tree Association and 
have had the privilege of traveling extensively to countries where 
applejuice concentrate is produced for shipment to the United States. 
I have visited with apple producers and processor of applejuice con 
centrate in several of these countries and have found, to a large extent, 
the production of apples and the manufacture and export of concen 
trated applej uice is heavily subsidized by foreign governments.

These subsidies have allowed foreign countries to sell concentrated 
applejuice into the United States at prices that are generally cheaper 
than U.S. apple-price equivalents. As a producer, I feel this is unfair 
competition.

We ask your subcommittee to report out Senate bill 453 to allow for 
a small tenth-pf-a-cent-per-gallon tariff to be placed on all concen 
trated applejuice entering the United States. The effect of the tariff 
will be small, but it will allow U.S. apple producers a mechanism 
through which they may in the future seek countervailing duties 
against subsidized concentrate from countries who are not subscribers 
to the GATT Subsidies Code.

We do not seek to restrict the flow of concentrated applejuice into 
the United States. With this small tariff in place, the apple industry 
will then be able to apply for a countervailing duty through the U.S. 
Commerce Department without the prohibitive cost and time-consum 
ing process of proving injury to our industry.

Within the past 10 years shipments of imported concentrated apple- 
juice have more than doubled, and during our 1982 record crop apple 
year, imported concentrate occupied 47 percent of the U.S. applejuice 
market and caused general price depression in the U.S. applejuice 
industry.

Applejuice consumption is on the increase in this country, but the 
utilization of U.S. apples in this applejuice actually decreased in the 
1982 record crop year.

The Coca-Cola Foods Division, for example, marketed under the 
Minute Maid label, who maintains a leadership position in the U.S. 
frozen applejuice concentrate market, uses very little if any U.S. apple- 
juice in their products.

Today, in Paw Paw, Mich., \vhere they have a large concentrate 
plant, the plant is idle. There are plenty of people in Michigan who 
would like to work in this plant but do not have the opportunity.

Michigan apple growers' apples are going to rot this fall while the 
consumer utilizes the juice produced in another country.

Frankly, Mr. Chairman, the people in these exporting countries do 
not understand how we can allow a practice such as this to continue.

Thank you for the opportunity to appear before the subcommittee. 
If there are any questions, I will try to answer them.

Senator DANFORTH. Thank you, sir.
[Mr. Jerry Sietsema's prepared statement follows:]
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STATEMENT OF JERRY SIETSEMA, MICHIGAN APPLE GROWER
TO THE SUBCOMMITTEE ON INTERNATIONAL TRADE

OF THE SENATE FINANCE COMMITTEE
REGARDING S. 453

October 21, 1983

MY NAME IS JERRY SIETSEMA. I GROW APPLES IN GRAND RAPIDS, 
MICHIGAN, AND I AM A MEMBER OF THE BOARD OF THE MICHIGAN PROCESSING 
APPLE GROWERS ASSOCIATION AND I AM CHAIRMAN OF THE AMERICAN 
AGRICULTURAL MARKETING ASSOCIATION PROCESSING APPLE COMMITTEE. I AM A 
PAST PRESIDENT OF THE INTERATIONAL DWARF FRUIT TREE ASSOCIATION. I 
HAVE TRAVELED EXTENSIVELY TO COUNTRIES WHERE APPLE JUICE CONCENTRATE 
IS PRODUCED FOR SHIPMENT TO THE UNITED STATES. I HAVE VISITED WITH 
APPLE PRODUCERS AND PROCESSORS OF APPLE JUICE CONCENTRATE IN SEVERAL 
OF THESE COUNTRIES AND HAVE FOUND, TO A LARGE EXTENT, THE PRODUCTION 
OF APPLES AND THE MANUFACTURE AND EXPORT OF CONCENTRATE APPLE JUICE IS 
SUBSIDIZED BY FOREIGN GOVERNMENTS.

THESE SUBSIDIES HAVE ALLOWED FOREIGN COUNTRIES TO SELL 
CONCENTRATED APPLE JUICE INTO THE UNITED STATES AT PRICES WHICH ARE 
GENERALLY CHEAPER THAN UNITED STATES JUICE APPLE PRICE EQUIVALENTS. 
AS A PRODUCER, I FEEL THIS IS UNFAIR COMPETITION. WE ASK YOUR 
SUBCOMMITTEE TO REPORT OUT SENATE BILL 453 TO ALLOW FOR A SMALL 
1/10 CENT PER GALLON TARIFF TO BE PLACED ON ALL CONCENTRATED APPLE 
JUICE ENTERING THE UNITED STATES.

' THE EFFECT OF THE TARIFF WILL BE SMALL, BUT WILL ALLOW UNITED 
STATES APPLE PRODUCERS A MECHANISM THROUGH WHICH THEY MAY, IN THE 
FUTURE, SEEK COUNTERVAILING .DUTIES AGAINST SUBSIDIZED CONCENTRATE FROM 
COUNTRIES WHO ARE NOT SUBSCRIBERS TO THE GATT SUBSIDIES CODE.

WE DO NOT SEEK TO RESTRICT THE FLOW OF CONCENTRATED APPLE JUICE 
INTO THE UNITED STATES. WITH THIS SMALL TARIFF IN PLACE, THE APPLE 
INDUSTRY WILL THEN BE ABLE TO APPLY FOR A COUNTERVAILING DUTY THROUGH 
THE UNITED STATES COMMERCE DEPARTMENT WITHOUT THE PROHIBITIVE COST AND 
TIME CONSUMING PROCESS OF PROVING INJURY TO OUR INDUSTRY.

WITHIN THE PAST TEN YEARS, SHIPMENTS OF IMPORTED CONCENTRATED 
APPLE JUICE HAVE MORE THAN DOUBLED AND DURING OUR 1982 RECORD CROP 
APPLE YEAR, IMPORTED CONCENTRATE OCCUPIED 47% OF THE UNITED STATES 
JUICE APPLE INDUSTRY.

APPLE JUICE CONSUMPTION IS ON THE INCREASE IN THIS COUNTRY, BUT 
THE UTILIZATION OF UNITED STATES APPLES IN THIS APPLE JUICE ACTUALLY 
DECREASED IN THE 1982 RECORD CROP YEAR.

THE COCA COLA FOOD DIVISION, FOR EXAMPLE, (MARKETED UNDER THE 
MINUTE MAID LABEL) WHO MAINTAINS A LEADERSHIP POSITION IN THE UNITED 
STATES FROZEN APPLE JUICE CONCENTRATE MARKET, USES VERY LITTLE, IF 
ANY, UNITED STATES APPLE JUICE IN THEIR PRODUCTS.
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IT HAS BEEN CHEAPER FOR THEM TO DO BUSINESS IN COUNTRIES SUCH AS 
ARGENTINA WHERE CHEAP SUBSIDIZED CONCENTRATED APPLE JUICE IS 
AVAILABLE.

THANK YOU FOR THE OPPORTUNITY TO SPEAK BEFORE THIS SUBCOMMITTEE. 
PLEASE FEEL FREE TO ASK ME QUESTIONS AT THIS TIME. PLEASE FEEL FREE 
TO ASK ME QUESTIONS AT THIS TIME.
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Senator DANFOKTH. Mr. Harris.

STATEMENT OP HERBERT E. HARRIS II, PARTNER, HARRIS, BERG, 
& CRESKOFP, WASHINGTON, B.C., REPRESENTING THE ASSOCIA 
TION OF POOB INBUSTRIES APPLEJUICE GROUP
Mr. HARRIS. Thank you, Mr. Chairman. We appreciate the oppor 

tunity of appearing before you.
We filed our statement, and I would like to make just one or two 

points.
This is an unusual if not an extraordinary bill. This tariff bill is 

not designed to raise revenue, certainly, and it's not designed to pro 
tect the industry. It is a tariff bill that is designed to circumvent exist 
ing law with regard to countervailing duty actions.

The domestic industry, or the growers here represented, feel that 
the imports are unfair and that they are injuring their industry. They 
do have access, as they say, to the countervailing duty statute; what 
they would prefer is to have access to it without having to demon 
strate injury with respect to the imports.

Let me say that it would be an unfortunate approach, and indeed 
a unique approach, to breach the trade agreements, specifically the 
Kennedy round, to take an item off of the free list that has been on 
the free list since 1970 and to do that for the purpose of denying an 
injury test with regard to a specific product when all other products 
in that same category would in fact receive an injury test.

I think the statement of those that feel they are being injured here 
in the United States is an important one. They do have the statute 
and the remedy. But I think the notion that by legislation their 
particular product and industry should be exempted from showing 
injury with regard to those imports would be a very unfair precedent 
and an unfortunate precedent as far as trade laws are concerned.

Thank you, Mr. Chairman.
Senator DANFORTH. Thank you.
[Mr. Herbert E. Harris' prepared statement follows:]
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October 20, 1983

STATEMENT
BEFORE THE SUBCOMMITTEE ON INTERNATIONAL TRADE 

COMMITTEE ON FINANCE, U.S. SENATE
WITH RESPECT TO S.453

RELATING TO THE TARIFF TREATMENT
OF APPLE AND PEAR JUICE

By Herbert E. Harris II, 
Counsel to the Association of Food 

Industries Apple Juice Group

Introduction

I am presenting the views of the Association of Food 

Industries Apple Juice Group, a non-profit association dedicated 

to the diverse interests of the international and the domestic 

apple juice trade.

We oppose S.453 for the following reasons:

first, it would result in administrative costs far in 

excess of the revenue it would generate; and

second, it creates the appearance of unfair manipulation 

of our trading concessions.

S.453 amends item 165.15 of the Tariff Schedules of the 

United States impose a duty of one tenth of one cent per gallon 

on apple and pear juice concentrate imports. The consequences of 

passing such a bill extend far beyond the mere imposition of a
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seemingly insignificant import duty. Rather, this legislation 

raises issues which impact greatly on U.S. relations with our 

trading partners.

The Purpose of S.453

S.453 is not designed to generate revenue. In the 1981-82 

season, approximately 10,203,000 gallons of apple concentrate 

were imported into the United States. These importations entered 

free of duty. If the duty proposed by S.453 had been assessed, 

only $10,203 would have been collected. This minimal amount 

would most assuredly be exceeded by the costs of administering 

the tariff.

It is also important to recognize that a proposed duty of 

this-magnitude would not deter all importers from bringing apple 

concentrate into the United States. Since S.453 would impose a 

duty too small to generate income or to deter importations from 

all sources, one would expect to find some other purpose behind 

that legislation.

Further, free of duty treatment has been accorded this item 

since 1971 pursuant to a concession made by the United States in 

the Kennedy Round. Unilateral legislative action, such as that 

proposed in S.453, would, of course, impair that concession and 

be contrary to obligations under the General Agreement on Tariffs 

and Trade.
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Unfair Manipulation of Trading Concessions

Careful analysis shows that, if passed, S. 453 would have an 

adverse effect on our relations with important trading 

partners. Argentina, the country supplying over 40 percent of 

U.S. imports of apple juice concentrate, would perhaps bear the 

brunt of that impact.

The U.S. countervailing duty law provides that, where 

imports are the product of a country under the Agreement, or 

where they enter the United States free of duty, a countervailing 

duty may be imposed only if it is determined that those imports 

have caused material injury, or threaten to cause such injury, to 

the domestic industry. Argentina is not a "country under the 

Agreement". However, apple juice does enter the United States 

free of duty. Thus, a successful countervailing duty proceeding 

against Argentina, or any other similarily situated country, 

would have to be premised on an affirmative determination that 

the imports are injuring, or threatening to injure, the United 

States apple juice industry, as well as that bounties or grants 

actually are being received by the foreign producers.

S.453 would alter that intended scenario. By the imposition 

of a tariff, regardless how insignificant, countries such as 

Argentina would no longer be entitled to this injury test. In 

fact, these foreign producers would be an easy target for a 

domestic industry anxious to curtail its greatest competitor. We 

submit that the imposition of a prejudicial tariff, such as that 

proposed in S.453, is in fact an attempt to circumvent 

established law with regard to important U.S. trading partners.
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The imposition of a countervailing duty on the imports of 

one or more countries would, in turn, have an effect on the 

ability to satisfy increasing U.S. demand for apple beverages. 

In the period from 1978 to 1982, U.S. per capita consumption of 

apple juice increased by approximately one-third. During the 

same period of time, imported apple juice (derived from 

concentrate) held a relatively constant share of the growing U.S. 

market. Without the availability of imported concentrates from 

key sources, the growing demand in the United States could not be 

met. Thus, a reduction in imports resulting from the imposition 

of a countervailing duty on a major foreign supplier would 

threaten the vitality and growth of the United States market for 

apple juice, particularly in times when domestic apples for 

processing are scarce.

Conclusion

It is clear that the duty proposed by S.453 is not designed 

to accomplish any of the generally accepted purposes of such a 

tariff. It would neither generate revenues which justify its 

administrative costs nor equally deter all foreign imported juice 

concentrates. Rather, it would: (1) with respect to a 

particular product, legislate discriminatory treatment; and 

(2) unilaterally and prejudicially alter D.S. government policy 

and commitments with respect to our relations with foreign 

trading partners.
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Senator DANFORTH. Gentlemen, thank you very much. 
The next bill is S. 1296. Mr. Wright, Mr. Krone, Mr. Von Bargen, 

and Mr. Haight. 
The war of the roses. [Laughter.] 
Mr. Wright,

STATEMENT OF EUGENE STEWART, COUNSEL FOR ROSES, INC., 
ACCOMPANIED BY JAMES KRONE, EXECUTIVE VICE PRESIDENT

Mr. STEWART. Mr. Chairman, my name is Eugene Stewart. I am 
counsel for Roses, Inc., and am accompanied by James Krone, the 
executive vice president.

Mr. C. Richard Wright of Sandy, Utah, had expected to be here, 
but an emergency in his greenhouse prevented him from being here.

Mr. Chairman, we are here because of the grave emergency that 
faces the domestic rose growers. There are 220 commercial rose grow 
ers in the United States. Three of them are in Missouri, at Green 
wood, Kirkwood, and at Bertrand.

The average size of these family owned corporations, small business 
companies, is about 25 employees. The farm gate value of their 
production in 1982 was $102 million.

The problem of the fresh cut flower industry in the United States 
is that it is being inundated by imports which, without regard to 
species, are increasing their market penetration now by 4 percentage 
points a year. Today for carnations and chrysanthemums, the imports 
account for over 50 percent of apparent U.S. consumption.

Roses, in 1982, were at 17 percent, and thus far in 1983 are at 
20 percent on average; but in the important selling seasons Colombia 
alone, in the principal markets of the eastern seaboard, has accounted 
for over 30 percent of the market.

Mr. Chairman, there is one significant reason why this rapid import 
penetration is occurring. We have had market research studies per 
formed that have established that for all of these flowers the Colom 
bian exporters are selling in the United States at less than fair value, 
by margins ranging from 20 percent to more than 100 percent of the 
export price.

In addition, each of the principal foreign governments whose pro 
ducers export roses and other fresh cut flowers to the United States 
subsidize their production.

Between 1979 and 1982, domestic production dropped by 20 million 
rose blooms; imports increased by 60 million rose blooms. And appar 
ent consumption rose by 40 million rose blooms.

We are being gradually driven out of our market, and the rose 
producers are attempting to act before they are destroyed, unlike the 
carnation and chrysanthemum producers who allowed things to get 
out of hand, and who have now essentially been driven out of busi 
ness—over 300 growers in the last 6 years have shut down their green 
houses in those sectors.

The bill before you would change the U.S. rate of duty to exactly 
the same rate of duty imposed by the European Economic Commu 
nity. That is the world's largest consumer of fresh cut flowers, includ-
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ing roses—the EEC. And they have the largest production, which 
is supplied virtually free of imports from Colombia and other low- 
wage and low-price suppliers.

There are two objections, two strong sources of objections to our 
bill. The administration says these people should use the administra 
tive remedies, and were the Congress to enact a bill we would have 
to grant compensation.

As to the remedies: The rose growers have been twice to the Inter 
national Trade Commission in escape clause proceedings without 
success—in 1977 and 1979. Four times we have been involved in coun 
tervailing duty proceedings against Colombia, in 1974, and in 1982. 
Both times subsidies were proved, the Government then entered into 
an agreement with the Colombian Government or exporters and sus 
pended the investigation.

A countervailing duty investigation against the Netherlands was 
thrown out because of a finding of "no injury" by the ITC.

Only in the case of countervailing duties against Israel, after we 
took .a poor decision from Commerce to the Court of International 
Trade did we get meaningful duties. Once those duties were im 
posed, the surge of imports from Israel leveled off, and that case il 
lustrates how import-sensitive our product is.

The other source of objection is FTD. They claim essentially that 
this would be against the interests of consumers, that it would raise 
prices.

The amount of increase in duty at the average customs value of 
imports would amount to 3 cents per bloom during the months of 
November through May, and 2 cents per bloom during the months of 
June through October.

At the retail level, the members of FTD, on average, increased the 
retail price of roses in 1981 by 8 cents a bloom, and in 1982 by 13 cents 
a bloom, where there was no change in the tariff. In each of those years 
consumption increased. That establishes the fact that an increase in 
price, No. 1, does not necessarily mean a decline in consumption or 
reduced availability. But the small amount of increase in duty that 
would be involved would assist the growers in competing with im 
ports at the wholesale level.

Thank you, Mr. Chairman.
Senator DANroimi. Thank you, sir.
[Mr. Eugene Stewart's prepared statement follows:]

28-805 O - 84 - 21
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Statement on behalf of 
Roses Incorporated in Support of S. 1296

before the
Subcommittee on International Trade

Committee on Finance, United States Senate
October 21. 1983.

1. Thank you for this opportunity to speak in support of S. 

1296. The bill would adjust the U. S. tariff on imported fresh cut roses 

to rates of duty comparable to those imposed by the European Economic 

Community on its imports of roses.

2. Heading 06.03 of the EEC Common External Tariff provides for 

the following duties on fresh cut flowers, including roses, imported from 

outside the Community, as follows:

Heading 
Number

06.03

i Description

:Cut flowers and flower buds of a kind 
:suitable for bouquets or for ornamental 
:purposes, fresh, dried, dyed, bleached, 
:impregnated or otherwise prepared:

:A. Fresh:*
: I. From 1
: II. From 1

:B. Other:

June to 31 October 
November to 31 May

Kate o 
Autonomous

24% 
20%

20%

r uuty 
Conventional

24% 
17%

*- The EEC has granted a reduced rate of duty of 15% on imports of 
orchids and anthurium, but on no other fresh cut flowers, under the 
Generalized System of Preferences to eligible developing countries. OJ 
3-10-83, No. C263/183.

3. The principal growing season in Europe is June through Octo 

ber. During that season, the import duty is 24%, and on a c.i.f. basis 

(i.e., the duty applies to the airfreight bringing the flowers into Eur 

ope as well as the cost of the flowers). The EEC has kept that rate of 

duty unchanged through all trade agreement negotiations. During the
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lesser growing season, when there Is a reduction tn supply, the trade 

agreement rate (I.e., the "conventional" rate) has been reduced by only 

3-percentage points, to 17%. By comparison, the U.S. duty has been re 

duced from the "full" rate of 40% to 8%.

4. Europe has the largest production and the largest market for 

roses, and by far the highest tariff. The U.S. has production and con 

sumption of roses less than half of Europe's, but the lowest tariff. 

Holland (66%), Colombia (10%), Israel (9%) and Italy (7%) accounted In 

1981 for 92 percent of world exports of cut flowers, Including roses. 

The most spectacular Increase In exports of cut flowers was by Colombia, 

rising from $10.9 million In 1973 to $100 million 1n 1981. (Flowers 

Unlimited. Aalsmeer, the Netherlands, 1982, pp. 11, 13, 15). Colombia 

imposes both a tariff, 18%, and the requirement for an Import license, on 

Imports of fresh cut flowers, Including roses. (See. 06.03.00.00, Notice 

No. 39, May 15, 1983, Tariffs of Customs Laws, Compilations of Customs 

Tariffs, Bogota, Colombia).

5. Holland devotes 7,200 acres to the production of roses. 

Colombia. 340 acres, and the United States. 620 acres. (Flowers UnMmlt- 

ed, op. cit. supra, at 17; private market research report. Study of Rose 

Production in Colombia (1983); and USDA, Florlcultural Crops. March 1982, 

Tables 9, 10).

6. In 1981. the EEC countries accounted for $780.3 million of 

imports of fresh cut flowers, of which $550 million, or 70%. originated 

within the EEC, in Holland. The U.S. accounted for $135.3 million of
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fresh cut flower Imports, of which 72% came from Colombia. (Flowers 

Unlimited, op. dt. supra, at 17).

7. S. 1296 Is designed to align the tariff on roses Imported 

Into the United States with the EEC tariff on fresh cut flowers, except 

that the 24% rate of duty would apply to the period November through May 

which 1s the principal U.S. growing/marketing season (In contrast with 

Europe's of June through October). The 17% rate of duty would apply to 

the less growing/marketIng season of June through October. Also, unlike 

Europe, the basis of the U.S. duty Is the FAS origin value. (In other 

words, the U.S. does not collect a duty on the inbound transportation 

cost, unlike Europe).

8. The justification for the enactment of S. 1296 1s as follows:

(a) Imports are rapidly capturing the lion's share of the 
U.S. market, and driving domestic growers out of their own market^

Share of the U.S. Market Captured by
Imports of Carnations, Chrysanthemums and Roses

(In % of Apparent U.S. Consumption)

Carnations Chrysanthemums
Roses

1.3% 
2.2% 
3.4% 
6.8% 
9.1% 
13.0% 
16.7%

Table 3; U.S. Dept. of Agriculture, Floriculture Crops. March 1982; Marketing 
California Ornamental Crops, 1981, June 30, 1982; Ornamental Crops, National 
Marketing Trends, weekly Issues, 1982, 1983; U.S. Dept. of Commerce, IM145X.

Year

1976
1977
1978
1979
1980
1981
1982

Sources:

Miniature

na
na
na
na
48.7%
47.3%
55.1%

Standard

27%
33%
41%
44%
50.3%
58.7%
60.0%

V 
U. S. International

Pompon Standard

33%
37%
41%
48%
52.4%
54.8%
58.3%

Trade Commission

7%
13%
11%
14%
19.3%
19.9%
22.3%

, Pub
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(b> To illustrate the consequences for the domestic growers 

from these awesome losses of market share in the United States, consider the 

following decline in the number of growers and greenhouse area under culti 

vation:

Number of U.S. Growers, and Greenhouse Area
in the Production of Carnations, Chrysanthemums and Roses

(Number of Producers; Area in OOO's sq. ft.)

Carnations Chrysanthemums ______Roses
Year Miniature

Area

1976 2,706
1977 3,143
1978 3,118
1979 3,586
1 980 4 , 1 84
1981 4,323
1982 4,756

Standard
Growers Area

221
217
208
200
193
177
na

28.768
27,549
25,276
24.555
20,800
20,249
19,647

Growe

539
503
461
418
364
331
na

Pompon 
rs Area Growers

37,412
37,389
39,966
36,200
31,587
30,480
30,527

1,126
1,154
1,122

999
968
894
na

Standard Hybrid Tea
Area Growers Area Growers

22,441
19,327
23,442
17,268
14,768
14,561
13.046

1,029
990
962
829
806
724
na

23,420
22,482
22,349
23,387
23,595
22,921
22,111

230
237
221
238
234
222
na

Sweetheart 
Area Growers

5,240
5,078
5,234
5,745
5,477
5,071
4.893

192
198
180
177
186
177
na

Change 1976/1981-2:
. +2,050 -44 -9,121 -208 -6,885 -232 -9,395 -305 -1,309 -8 -347 -15

Source: U.S. Oept. of Agriculture, Floriculture Crops, annual issues. All data for 1982 
are "Intended" per source, and 1976 and 1977 roses area are "intended" per source since 
actual data are not available in source.

(c) Efforts to stem the rapidly rising flood of Imports through administra 
tive remedies have been unsuccessful:

(i) Escape clause actions under Sec. 201 of the Trade Act of 1974 on all 

fresh cut flowers In 1977, and on roses in 1979, were unsuccessful. In each case, after the 

ITC's negative finding, there was a further surge in imports.

(It) Countervailing duty actions have been brought against all fresh cut 

flowers from Colombia In 1974 and 1982. The first was discontinued when a U.S. Government 

to Government agreement with Colombia resulted in a diversion of the 10.21 subsidy to an 

organization to help Colombian exporters instead of directly to the exporters. The second
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was suspended on the basis of a U.S. government agreement with the prin 

cipal exporters wherein the latter agreed to renounce the 5% subsidy 

found to exist. The U.S. government failed to investigate an additional 

subsidy whose magnitude is at least as great as the amount renounced. 

Notably, the Colombian exporters are seeking to channel the 5X subsidy 

into a flower promotion program which U.S. growers believe will 1n fact 

benefit the Colombians as much indirectly as the direct receipt of the 

subsidies. After each case was discontinued by the U.S. government, the 

surge in imports from Colombia continued.

(ill) Countervailing duty action against roses from 

the Netherlands in 1980 was terminated by a negative finding of injury at 

the preliminary stage. Subsequently, the Holland growers announced a 

program to boost their exports to the United States, for all fresh cut 

flowers to $50 million from $20 million. Rose exports have grown propor 

tionately, rising from 1.6 million blooms in 1980 to 5.2 million in 1982. 

Through August of 1983, a total of 4.9 million blooms have been imported 

from the Netherlands, projecting total imports for 1983 at 7.3 million 

blooms.

(Iv) Countervailing duty action against roses from 

Israel in 1980 resulted in an inconsequential administrative determina 

tion of net subsidies of 1.5%. We appealed the case to the Court of 

International Trade. The Court remanded the case to the Department of 

Commerce for a redetermination. Commerce reinvestigated and found that 

the.net subsidy was 11.5TC, and it has been assessing duties at this rate.
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Other Issues, however, are still pending before the Court. Imports of 

roses from Israel, which had zoomed from 286,000 blooms In 1976 to 5.6 

million 1n 1979 with the benefit of the subsidies. Increased further fo 

6.2 million 1n 1981 before the redetermined net subsidy and off-setting 

countervailing duty were Implemented. In 1982 Imports from Israel de 

creased to 5.3 million blooms, and through August 1983 are running at a 

4.9 million bloom annual rate. This case shows the extreme sensitivity 

of import volume to unfair price competition. Hithout correction, Im 

ports increase rapidly; when a corrective is applied, the surge is taken 

out of the Imports. Unfortunately, this one case is the only instance of 

affirmative action by the U.S. Government to correct unfair competition 

from imported roses which are either subsidized or dumped, or both.

(iv) The principal source of roses and other fresh 

other fresh cut flowers imported into the United States is Colombia, and 

they are marketed by the Colombian exporters by aggressive pricing in the 

U.S. market based on severe margins of dumping. Market research per 

formed for us, and official U.S. Import statistics of average unit sell 

ing prices of Colombian flowers to the United States shows that in 1983 

the following dumping margins are being used by the Colombian exporters:

Roses: ranging from a low of 16.81 to 104.11, 166.91 
and 247.OX of the export price;

Carnations: - 601;

Chrysanthemums: pompon, 20.51; 
standard, 86.01.
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<v) Efforts to secure corrective action to neutralize 

unfair price discrimination (dumping) by the U. S. Government have been 

unavailing. In June 1981, Roses Incorporated filed an antidumping duty 

petition on roses from Colombia. The Commerce Department dismissed the 

petition, without investigation. This action was taken to the Court of 

International Trade which in April 1982 ruled that the Department's ac 

tion in dismissing the case without investigation was unlawful. The 

Government appealed, and in April 1983, the appellate court ruled (1) 

that the Department had used unlawful procedures in dismissing the peti 

tion, but that (2) the Department had virtually unlimited discretion to 

dismiss petition without investigation. During the two years in which 

the Government agency and the courts had the case, imports of roses from 

Colombia increased by 47 million blooms at an annual rate. On September 

30, 1983 we filed a new antidumping duty petition on roses from Colombia. 

It will be nearly a year from now before there is a final determination. 

By that time, imports from Colombia will have captured more than 20X of 

the American market, and more domestic rose growers will have gone out of 

business.

(vi) Since, after extended efforts to secure relief 

through the administrative remedies provided by the Congress without 

success the domestic rose growers are being steadily forced out of busi 

ness by unfair competition from constantly increasing imports, the rose 

growers have the right to reguest the. Congress to redress their griev 

ances by the enactment of S. 1296.
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9. The objections voiced by the Administration and by FTP to 
the enactment of S. 1296 are without merit:

(a) The Administration offers the shop-worn, boiler-plate 

objection that enactment of the bill would violate GATT and require the 

U.S. to compensate the affected countries. As to that we remind the 

Committee of its own statement on entitlement of a country to compensa 

tion following U.S. government action to increase tariffs:

"It is not intended that this section be interpreted as 
requiring the payment of compensation whenever import re 
lief has been granted pursuant to section 203 or requiring 
that a foreign country be precluded from compensation if it 
has taken action pursuant to Article XIX [the escape clause 
of GATT] without extending compensatory concessions to the 
United States. The GATT provides that countries seeking 
compensation must show that they have been adversely af 
fected, and it is expected -that no action would be taken 
under this section until such a showing has been made." 
[S. Rep. 93-1298, p. 101.

Further, it is not automatic that compensation when and if granted would 

harm other U.S. domestic interests. The Trade Act of 1974 requires that 

the effect upon domestic industry, workers and communities of particular 

tariff concessions selected for consideration must be evaluated by the 

i.T.C. and an inter-agency panel under the Office of the Trade Represen 

tative. [Sections 131, 332, 133, and 134, Trade Act of 1974]. Thus, the 

Executive Branch has the opportunity, and obligation, to select tariff 

items for compensation which will not involve probable economic injury to 

domestic interests.

Moreover, this Committee should expect the Executive in any exercise of 

consultation with trading parties claiming to be adversely affected by
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the enactment of S. 1296 to "put on the table" the trade benefits unilat 

erally extended to such countries through the action of the Congress in 

suspending duty treatment, and placing dutiable items on the free list, 

as It does perenially in so-called "non-controversial" tariff legislation.

(b) FTD offers the equally shop-worn and invalid conten 

tion that the bill would harm the interest of consumers. We offer the 

following in rebuttal of such contentions:

(i) Retail prices of roses averaged $1.84 per stem 

for the period ended July 1982, an increase of 13t versus the price of 

$1.63 for the comparable period of 1981. (The Floral Report. National 

Retail Floral Index, Special Consumer Study, Flowers, Plants, Accessory 

Items, Sales of roses as roses for the period ended July 1982).

(1i> In 1982, apparent consumption of roses increased 

by 7.21 compared with 1981.

(iii) There was no increase in the tariff rate of 

duty applicable to imported roses in 1982.

(iv> Therefore, the 21«! per bloom Increase in the 

retail price of roses in 1982 did not adversely affect the retail sales 

volume of roses, which increased by 7.21.

(v) S. 1296 would increase the tariff on imported 

roses by 16%-points during the period November through May, and by 91- 

points the rest of the year. The average unit customs value of roses
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imported in 1982 was 20. Ot per bloom. Therefore the increase in duty 

during November through May would 3.2£ per bloom, and the balance of the 

year, 1.8£ per bloom. Obviously, the effect of this amount of duty in 

crease would be negligible, as shown by the fact that the 2\( per bloom 

increase in the retail price of roses in 1982 did not curtail sales of 

roses, which increased by 7.2%.

10. Conclusion. The Subcommittee has compelling reason to 

approve S. 1296. The arguments against its approval are without merit.

Respectfully submitted.

Roses Incorporated 
b,

Eugene L. Stewart 
Special Counsel

James C. Krone 
Executive Vice President

October 21, 1983.
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Senator DANFORTH. Mr. Von Bargen and Mr. Haight.

STATEMENT OF EDWARD VON BARGEN, PRESIDENT, FLORISTS' 
TRANSWORLD DELIVERY ASSOCIATION, SOUTHFIELD, MICH.
Mr. VON BARGEN. Good morning, Mr. Chairman and members of 

the committee.
For the record, I am the owner and operator of Entenmann's Flor 

ist in Jersey City, N. J. With me today is Mr. Gordon Smith of the Hill 
& Knowlton firm, our Washington representative.

I serve as president of Florists' Transworld Delivery Association, on 
whose behalf I appear today. FTD is the Nation's oldest and largest 
intercity florist delivery service. It is a member-owned cooperative 
whose 20,000 U.S. members are located in every State and virtually 
every city and town in the United States. The majority of our owners 
are still family owned small businesses.

In opposition to S. 1296, a bill to increase the tariff on imports of 
cut roses, I wish to make the following points:

Since 1979, Roses, Inc., an association of domestic rose growers rep 
resenting about 80 percent of the domestic producers, has sought trade 
restrictions in a variety of forums, failing in all important particulars, 
including an escape clause action. In S. 1296 they are asking Congress 
to do what the duly authorized agencies of government refused to do.

The purpose and effect of this bill can only be to drastically limit 
supplies and increase prices of a special purpose flower that is utterly 
essential to our retailers and to the consumer.

FTD has consistently opposed special interest tariff legislation on 
cut roses, as in S. 2466 in the 97th Congress, on the demonstrable 
grounds that it would work a substantial hardship in terms of price 
and availability on retailers and the consumer of roses.

Economic indicators point to an unprecedented growth in our in 
dustry in the next decade. With a constantly expanding market, there 
is no need for protective devices whicn can only result in eventually 
pricing roses beyond the consumers' willingness, and in fact beyond 
their ability, to purchase them.

FTD is spending much more than $12 million this year to promote 
the sale of cut flowers and plants at the consumer level. The domestic 
rose industry, like any other product groups in this area, benefit from 
this retailer-supported program. All other consumer promotion in this 
industry put together is less than one-third the size and scope of the 
FTD program. Roses, Inc., does little or no direct consumer adver 
tising, to our knowledge.

In 1981 the Congress approved an industry promotional program 
to be carried out under the Department of Agriculture's supervision. 
This program, called Floraboard, will be put to an industry referen 
dum shortly. It would be inconsistent for Congress to decrease supplies 
of roses by hiking tariffs, while at the same time giving its blessing to 
measures likely to increase consumption of roses and other cut flowers 
and plants.

The two-tiered tariff approach in S. 1296 would apply the 24- 
percent rate of duty to imported roses at times when demand and 
prices—November through June—are already at their very peak in the
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U.S. market, thus heightening even further the adverse impact on the 
consumer.

The current tariff of 8 percent on cut flowers is & "bound" duty, 
arrived at in multilateral trade negotiations. As stated by the USDA 
in House hearings on this bill last year and this year, any unilateral 
action by the United States to increase the duty on roses would mean 
the United States would owe compensation to the countries affected.

S. 1296 seeks to exact reciprocity on a commodity basis by tying the 
U.S. rate to the Common Market duty, a concept not generally ac 
cepted in international trade law.

The bill would put Congress back into the business of legislating 
specific commodity rates, a practice it gave up many years ago, and 
which the International Trade Commission, formerly the Tariff Com 
mission, was set up to avoid.

Sir, on behalf of the 20,000 FTD members, I thank you for this 
opportunity and the interest you have in this matter.

Senator DANFORTH. What would be the effect of this on a dozen 
roses, retail ?

Mr. STEWART. The effect on the landed cost of roses coming into the 
United States in a 6-month period November through May would 
be an additional 3 cents import duty. The average landed cost in 
1982 was 20 cents per bloom. Adding 3 cents to that would bring it up 
to 23 cents. The wholesaler usually marks up his cost by about 30 per 
cent, so that he would be selling his flowers to the retailer, let us say, 
at about 40 cents a bloom.

The retailer then takes a 300-percent markup on the rose. A rose 
that the wholesaler sells to him for 40 cents, he will sell for not less 
than $1.20 a bloom. There is a very substantial margin added by the 
retailer.

And the significant thing, Senator, is that the wholesalers who sell 
both domestic and imported roses, and those that compete with each 
other, do not apportion their price by the amount of duty that is paid. 
The imported roses undersell the domestic roses, and the wholesalers 
sell both domestic and imported roses to the retailers at the same price.

There would be no effect on an increase in duty at the retail level; 
but because it would make us more competitive at the wholesale level, 
we would have a better chance to get wholesalers to purchase domestic 
rather than imported roses.

Senator DANFORTH. Did you say it would have a zero effect on the 
retail price of roses ?

Mr. STEWART. Correct, sir.
Senator DANFORTH. Do you agree with that, Mr. Von Bargen ?
Mr. VON BARGEN. No ; I don't. We find, in preliminary investiga 

tions, after the series of markups taken by the wholesaler and the re 
tailer it could result in up to a 25-percent increase in the retail price, 
especially at peak demand times during the holidays.

Senator DANFORTH. Gentlemen, thank you very much.
[The prepared statement of Edward Von Bargen follows:]
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October 21, 1983

STATEMENT OF

Edward Von Bargen, President
Florists' Transworld Delivery Association

Southfield, Michigan
before the

Subcommittee on International Trade 
Senate Finance Comnittee

Mr. Chairman and Members of the Committee:

For the record, I am the owner and operator of Entenmann's Florist, 

Jersey City, New Jersey. I am president of Florists' Transworld Delivery, 

on whose behalf I appear today. FTD is the nation's oldest and largest 

intercity florist delivery service. It is a member-owned cooperative, 

whose 20,000 U.S. members are located in every state and virtually every 

city and town in the U.S. The majority of our members are still family- 

owned small businesses.

In opposition to S.1296, a bill to increase the tariff on imports of 

cut roses, I wish to make the following points:

1. Since 1979, Roses, Inc., an association of domestic 

rose growers representing about 80 percent of domestic 

producers, has sought trade restrictions in a variety 

of forums, failing in all important particulars including 

an escape clause action. In S.1296, they are asking 

Congress to do what the duly authorized agencies of 

government refused to do.

2. The purpose and effect of this bill can only be to 

drastically limit supplies and increase prices of a 

special purpose flower that is utterly essential to 

our retailers and to the consumer.
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3. FTD has consistently opposed special interest tariff 

legislation on cut roses (S.2466 in the 97th 

Congress) on the demonstrable grounds that it 

would work a substantial hardship in terms of 

price and availability on retailers and consumers 

of roses.

4. Economic indicators point to an unprecedented 

growth in our industry in the next decade. 

With a constantly expanding market, there is no 

need for protective devices which can only result 

in eventually pricing roses beyond the consumer's 

willingness, or even ability, to purchase them.

5. FTD is spending more than $12 million this year 

to promote the sale of cut flowers and plants at 

the consumer level. The domestic rose industry, 

like other product groups, benefits from this 

retailer-supported program. All other consumer 

promotion in this Industry put together is less 

than one-third the size and scope of the FTD 

program. Roses, Inc. does little or no direct 

consumer advertising to our knowledge.
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6. In 1981 Congress approved an Industry promotional 

program to be carried out under Department of 

Agriculture supervision. This program, called 

Floraboard, will be put to an industry referendum 

shortly. It would be inconsistent for Congress to 

decrease supplies of roses by hiking tariffs, while 

at the same time giving its blessing to measures 

likely to increase consumption of roses (and other 

cut flowers and plants).

7. The two-tiered tariff approach in S.1296 would 

apply the 24 percent rate of duty to imported 

roses at times when demand and prices (November- 

June) are already at their very peak in the U.S. 

market, thus heightening even further the adverse 

impact on the consumer.

8. The current tariff of eight percent on cut flowers 

is a "bound" duty, arrived at in multilateral trade 

negotiations. As stated by the USDA in House hearings 

on this bill last year and this year, any unilateral 

action by the U.S. to increase the duty (on roses) 

would mean the U.S. would owe compensation to other 

countries affected.

9. S.1296 seeks to exact reciprocity on a commodity 

basis (by tying the U.S. rate to the Common Market 

duty), a concept not generally accepted in 

international trade law.
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10. The bill would put Congress back into the 

business of legislating specific commodity 

rates, a practice it gave up many years ago, 

and which the Tariff (International Trade) 

Commission was set up to avoid.

On behalf of 20,000 FTD members, I thank you for your interest ii 

this matter.

-0-

28-805 0-84-22
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Senator DANTORTH. The next bill is S. 1411. Mr. Methenitis.

STATEMENT OF WILLIAM A. METHENITIS, STRASBTTRGER & PRICE, 
DALLAS, TEX., REPRESENTING THE DALLAS/FORT WORTH RE 
GIONAL AIRPORT
Mr. MENTHENITIS. Mr. Chairman, I would like to thank you for 

the opportunity to express the support of a number of Texas or 
ganizations for S. 1411, which has been passed by the House as sec 
tion 211 (b) of H.E. 3398.

With me is Mr. Steve Creskoff, who is with the National Associa 
tion of Foreign Trade Zones, which has also filed a statement in sup 
port of S. 1411.

S. 1411 does not alter the existing state of the law. It is merely a 
restatement of the current status of the law. It tracks the recent Su 
preme Court decision in the Xerox case right down the line.

Senator Bentsen has introduced and Senator Tower has copsonsored 
this bill to remedy a particular problem that exists in the State of 
Texas. While a number of other States have taken local measures to 
express the Federal preemption of ad valorem tax in foreign trade 
zones, the Texas constitution prohibits that kind of statute from being 
enacted in Texas. This has resulted in businesses coming to Texas and 
looking at foreign trade zones and inquiring what the ad valorem tax 
status is; and zone operators being required to respond, "Well, it's 
covered. Talk to our lawyers; they will tell you all about the good case 
law we've got." Businesses aren't particularly interested in the "good 
case law we've got," they want some solid answers.

The current status in the State of Texas is that there has not been 
an assessment of tax; its just that this current unsettled nature, be 
cause of being required to rely on case law, has discouraged busi 
nesses from going to Texas foreign trade zones.

Under the Texas system, if an ad valorem tax was assessed, the com 
pany would be required to pay that tax and then go to court and file 
suit to obtain a refund. This essentially forces a business to litigate 
to secure an ad valorem tax exemption to which it is already entitled.

The enactment of S. 1411 would eliminate the possibility that busi 
nesses looking to move into Texas foreign trade zones would have to 
buy a lawsuit to begin operations. By merely clarifying the existing 
state of the law, S. 1411 can provide the businesses the certainty they 
need to locate in a Texas foreign trade zone.

The bill simply would present a clear expression of the law which 
could be easily understood by both businesses and the multitude of 
local Texas taxing authorities.

Thank you.
Senator DANFORTH. Thank you.
[The prepared statement of William Methenitis follows:]
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STATEMENT OF WILLIAM M. METHENITIS
ON BEHALF OF THE DALLAS/FORT WORTH REGIONAL AIRPORT BOARD 
_________________IN SUPPORT OF S. 1411___________________

Businesses are being discouraged from locating in Texas 

foreign trade zones because of a Texas Constitutional quirk 

that leaves uncertain the possibility that their inventor 

ies, while in foreign commerce, would be subject to ad va 

lorem tax assessment by local authorities. The Dallas/Fort 

Worth Regional Airport Board, the grantee of Foreign Trade 

Zone No. 39, believes S. 1411 will remedy the existing pro 

blem and encourage the development of foreign trade zones.

Source of the Problem. Congress has preempted state 

and local taxation of foreign-origin goods and domestic- 

origin goods destined for export that are located in foreign 

trade zones. Acknowledging this Federal preemption, most 

state and local authorities have taken action to prohibit 

local authorities from assessing ad valorem tax on foreign 

trade zone inventory. Texas authorities have been unable to 

take such measures, however, because the Texas Constitution 

prohibits the exemption of items not specifically listed in 

the Texas Constitution.

Despite the Texas Constitutional prohibition of formal 

ly stating the exempt status of foreign trade zone inven 

tory, Texas taxing authorities have generally recognized the 

Federal preemption. The taxing authorities with -jurisdic 

tion over the Dallas/Fort Worth Foreign Trade Zone, for ex 

ample, have never attempted to assess foreign trade zone 

inventory. Actual taxation is not the problem. It is the

-2-
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threat of taxation, which would require a business to liti 

gate in order to secure the ad valorem tax exemption to 

which it is entitled, that is inhibiting the business de 

velopment of Texas foreign trade zones. Businesses consi 

dering locating in Texas foreign trade zones must consider 

the contingent expense of "buying a lawsuit," a cost that is 

neither warranted nor necessary. This was certainly not the 

intent of Congress in establishing foreign trade zones.

Current Status of the Law. S. 1411 is a clarification 

of existing law, a point made clear in light of the recent 

Supreme Court decision in Xerox Corporation v. County of 

Harris, Texas, __ U.S. __, 74 L.Ed.2d 323, 103 S.Ct. ___

(1982), which holds that ad valorem taxation of inventory in 

a bonded warehouse (a statutory predecessor to a foreign 

trade zone) has been Federally preempted. Despite this 

strong'statement of preemption by the Supreme Court, the 

problem still exists. Under the Texas system, if a local 

authority decided to assess the foreign trade zone inventory 

of a local business that business would be required to pay 

the assessment and sue the taxing authority for refund.

The Solution. The enactment of S. 1411 would solve the 

existing problem by simply clarifying the existing Federal 

preemption of ad valorem taxation of foreign trade zone in 

ventory. This clarification would provide businesses with 

the certainty they need in order to make the decision to 

locate in a foreign trade zone.

-3-
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Benefits to the National Economy. Foreign trade zones 

have been created by Congress to increase export/re-export 

trade and import substitution, the manufacturing or assemb 

ling of goods in U.S. foreign trade zones that would other 

wise be done in foreign countries. By enhancing the 

development of foreign trade zones, S. 1411 will create 

jobs, many of which are currently lost to foreign workers. 

The national economy will directly benefit from these jobs, 

and from the capital investment created by the expansion of 

foreign trade zones.

National Uniformity in International Commerce. 

National uniformity in the area of foreign commerce has 

consistently been a goal of Congress. Achieving the desire< 

national uniformity in foreign commerce has not been 

possible at the state or local levels because of the Texas 

Constitutional provisions dealing with ad valorem taxation. 

By clarifying the existing preemption S. 1411 provides the 

desired national uniformity, and encourages the development 

of foreign trade zones.

Conclusion. The Dallas/Fort Worth Regional Airport 

Board unconditionally supports the passage of S. 1411. We 

believe that S. 1411, by merely clarifying the existing 

Federal preemption of ad valorem taxation of foreign trade 

zone inventory, will enhance the development of all foreign 

trade zones and fulfill the Congressional intent in

-4-
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establishing foreign trade zones of creating new jobs and 

encouraging capital investment.

ft/I. f\A x
William M. Methenitis
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Senator DANFORTH. Does the State of Texas support this?
Mr. METHENITIS. Yes; they do.
Senator DANFORTH. Thank you very much.
Now we have S. 1642. Mr. Thomas.

STATEMENT OF ALTON F. THOMAS, MARKETING DIEECTOE, 
W. E. WEAVEE CO., EL PASO, TEX.

Mr. THOMAS. Good morning, Mr. Chairman and members of the 
committee.

My name is Alton F. Thomas, marketing director of the W. R. 
Weaver Co. in El Paso, Tex. I am accompanied today by Susan Es- 
serman, our legal counsel here in Washington.

We are manufacturers of telescopic rifle scopes and accessories, 
which are virtually 100 percent American made. We have been in 
business since 1933 and employ approximately 400 people in our El 
Paso location.

I am speaking for our company and its labor union in opposition 
to S. 1642, which would eliminate the 20-percent import duty on all 
imported rifle scopes valued at $50 or less.

As we interpret this bill, this would include virtually every Jap 
anese-made scope currently imported into the United States.

I am also authorized to speak for the other three major domestic 
manufacturers of rifle scopes. They are Leopold & Stevens, located 
in Beaverton, Oreg.; Redfield, located in Denver, Colo., a subsidiary 
of the Brown Group; and Burris, located in Greeley, Colo. They all 
feel that the passage of this bill would be injurious to the American 
rifle scope industry.

Even with the existing 20-percent duty on imported rifle scopes in 
place, the Japanese have been able to capture an approximate 40-per 
cent share of the U.S. market. This they have been able to accomplish 
because of the nature of their industry and the significantly lower labor 
rates in Japan. This enables them to sell comparable products at prices 
up to 25 percent less than ours.

Our labor rates are modest by U.S. standards, but since rifle scopes 
are labor intensive, we are at a distinct disadvantage.

Without the 20-percent duty, the Japanese would have an almost 
insurmountable advantage over the U.S. manufacturers.

Since the W. R. Weaver Co. competes more directly on a price basis 
than the other U.S. manufacturers, we would be more immediately 
vulnerable to a reduction in this duty. In fact, it is doubtful that our 
company could survive.

Without the W. R. Weaver Co. to compete with, the Japanese could 
then go after the other U.S. manufacturers who sell higher priced 
products and eventually eliminate all U.S. competition, as they have 
done in so many other industries.

Weaver is the only fully integrated rifle scope manufacturer in the 
United States and could be quickly converted to the manufacture of 
military optics in a time of national emergency. Just this month we 
are shipping 100 of our sophisticated T-scopes to the U.S. Marines. 
This asset would of course be lost if Weaver goes out of business.
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Then, there are the 400 jobs that would be lost in a city with nearly 
11-percent unemployment. Our labor force which is predominately 
Mexican-American and our city government stands firmly behind us 
in opposition to this bill. The only benefactors of the elimination of 
this duty are the Japanese manufacturers. Our competition with them 
has kept prices down to the American consumer. Without Weaver to 
compete with, they would be free to raise prices at will. This is cer 
tainly not in our best interests as U.S. citizens.

We, the domestic rifle scope industry, our labor union, and our city 
government urge you to reject this bill for the good of the American 
people. If not, the company which pioneered the U.S. rifle scope in 
the United States will disappear.

Thank you very much.
[The prepared statement of Alton F. Thomas follows:]
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STATEMENT OF

ALTON F. THOMAS 
MARKETING DIRECTOR 

W. R. WEAVER COMPANY 
INTRODUCTION

W. R. Weaver Company submits this statement in 

opposition to S. 1642, which would eliminate the tariff on 

telescopic sights for rifles valued at $50 or less, if 

enacted, this bill would have a devastating impact on the 

domestic rifle scope industry. It would exacerbate the injury 

already suffered by W. R. Weaver Company and the other domestic 

rifle scope producers as a result of loss of sales to low- 

priced imports, and would lead to a further decline in sales 

and production, severe financial losses, and significant 

unemployment. Indeed, the effect of passage of this bill would 

be to jeopardize Weaver's existence.

BACKGROUND

W. R. Weaver Company was started fifty years ago by 

Bill Weaver, who designed and manufactured the first rifle 

scopes at prices affordable to the average American sports 

man. Since 1968, Weaver has been a wholly-owned subsidiary of 

Olin Corporation. Throughout its history, Weaver has 

maintained a reputation for quality products at affordable 

prices. The Company has produced more rifle scopes than any 

other manufacturer in the world. Weaver was the only supplier 

of telescopic rifle scopes to the United States Army during 

World War II. In addition, during the past few decades, it has 

supplied rifle scopes to, or has advised, the Army, Navy, 

Marines and Secret Service.
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Today Weaver is the largest and only fully integrated 

domestic rifle scope manufacturer. The Company employs nearly 

400 workers. Weaver's machinery and equipment are techno- 

'logically advanced, and its production processes are very 

efficient. For example, its spherical optics equipment and 

production processes are state-of-the-art technology.

However, even though Weaver is more technologically 

advanced and its products are of higher quality than the import

competition, the Company has been severely injured during the
r

last few years from loss of sales to low-priced Japanese and 

Korean imports. The Department of Labor determined that during 

1980 imports had contributed importantly to a decline in 

Weaver's sales and production and the layoff of its workers.

Since 1980, import penetration has continued to 

increase at great cost to weaver, whose output and sales have 

declined further. Imports have captured a 40 percent share of 

the market, and the Japanese share of the imports is by far the 

largest. As a consequence, for the first time in its history, 

Weaver incurred substantial losses in 1982 and the first half 

of 1983. During this same time period, Weaver was forced to 

lay off an additional 180 employees.

Although the quality of Jananese and Korean imports 

is inferior to U.S. products, these imports sell well because 

they are priced significantly below U.S. prices. Korean 

imports have been entering the country duty-free under the 

Generalized System of Preferences ("GSP"). Because of this
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advantage with respect to duty, Korean imports have even 

underpriced Japanese imports.

Even with the twenty percent tariff currently in 

effect, the prices of Japanese imports are less than the 

lowest-priced American products. While the Japanese may be 

dumping, a substantial reason for the price disparity appears 

to be the difference in Japanese and U.S. labor costs. 

Japanese (and Korean) rifle scope manufacturing is a cottage- 

type industry that employs relatively few full-time workers. 

Most of the companies subcontract with temporary employees for 

the manufacture of parts and lenses. These temporary employees 

work on a piece-rate basis and contract to produce a certain 

number of parts, regardless of the hours actually worked. 

While the wages Weaver pays to its employees are moderate in 

U.S. terms, they greatly exceed wages paid Japanese or Korean 

workers and are paid to many more full-time employees. Because 

rifle scope manufacturing is very labor intensive, the cost 

difference due to labor alone is significant.

EFFECT OF PASSAGE OF S. 1642

If enacted, S. 1642 would lead to a substantial 

decrease in prices of Japanese rifle scopes. The proposed 

legislation, which would apply to all rifle scopes valued at 

$50 or below, would cover virtually all Japanese imports. 

Elimination of the present twenty percent tariff can be
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expected to lead to a price decrease of some seventeen percent 

at the retail level.

If the Japanese were to enjoy this added price 

advantage, Weaver products would be even less competitive with 

Japanese imports. As a result, Weaver would lose a tremendous 

volume of business. Given its already weakened financial 

position due to the import competition, the Company would not 

likely survive. At a minimum, Weaver would have to cut back 

drastically its production and work force. Since the unem 

ployment rate in El Paso is nearly eleven percent, it would be 

-very difficult for these laid-off Weaver workers to find new 

employment.

Moreover, if Weaver did not survive, the Department 

of Defense would be deprived of a valuable resource. Our 

national defense is enhanced by maintaining an active optical 

sight manufacturer with engineering experience and operational 

ability to convert rapidly to the production of military 

sights.

Finally, the other domestic manufacturers   Redfield 

Company, Leupold & Stevens, Inc., and Burr is Company, Inc.,   

who also strongly oppose S. 1642, would be adversely affected 

as well. Because of sales and revenues lost to imports, these 

companies would be forced to lay off substantial numbers of 

employees.
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CONCLUSION

W. R. Weaver Company urges the Subcommittee to reject 

S. 1642, because it threatens the existence of Weaver and, 

indeed, the entire domestic industry. These dire consequences 

should be viewed in light of the fact that the major benefi 

ciary of this legislation is the Japanese rifle scope indus 

try. The current tariff is necessary to permit the domestic 

manufacturers to pay their workers commensurate with the 

standard of living in the United States and to enable them to 

continue to supply the civilian and military needs of this 

country.
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Senator DANFOKTH. Thank you very much, sir.
I am told that on S. 1296 Mr. Haight was here to testify, and I 

inadvertently neglected to call on him. Is Mr. Haight here?
Mr. Haight, I apologize to you. I just totally missed you on the 

list of people who were named to testify on S. 1296. It would be a 
dreadful thing if you came here all the way from Miami and didn't 
have your time at bat. So, thank you very much.

Mr. HAIGHT. Well, Senator, no apology is necessary; I understand. 
And thank you for the opportunity.

STATEMENT OF DWIGHT HAIGHT, PRESIDENT, ASSOCIATION OF 
FLORAL IMPORTERS OF FLORIDA

Mr. HAIGHT. My name is Dwight Haight, and I am the president of 
the Association of Floral Importers of Florida. I am accompanied 
today by Thomas A. Rothwell, Jr., counsel for our association.

Since I have already submitted written testimony, I would like to 
simply summarize the reasons why our association opposes Senate 
bill 1296.

First, 1296 represents a direct attack on the historic free-trade 
philosophy of the United States. This bill would erect trade barriers 
at the very time when the U.S. Government is pressing our inter 
national trading partners to eliminate unfair and restrictive trade 
practices.

Second, 1296 would artificially increase the cost of cut roses to the 
American consumer while at the same time limiting their supply. 
Creating artificial trade barriers only serves to protect the inefficien 
cies for which the domestic consumer ultimately pays.

Third, 1296 would have a devastating effect upon the association's 
member companies employment of over 700 people and the thousands 
more employed in related industries throughout the State of Florida. 
Enactment of S. 1296 would place these U.S. companies, many of 
whom are small businesses, in financial jeopardy and would have a 
disastrous effect on the south Florida economy.

Finally, one positive step has been taken recently when the Floral 
Promotion Board, Floraboard, whose membership includes both do 
mestic producers and cut flower importers, was created. Its aim is 
to increase the U.S. consumption of cut flowers through generic 
promotion and advertising to bring the U.S. per capita purchases up 
to the level of Western European nations.

It seems to me that the domestic rose industry should be putting 
its effort forth into Floraboard as an increase in the market for cut 
flowers would benefit our entire industry.

Thank you for the opportunity to present these comments.
Senator DANFORTH. Mr. Haight, thank you very much, and thank 

you for your patience.
Mr. HAIGHT. Thank you.
[The prepared statement of Dwight Haight follows:]
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TESTIMONY OF DWIGHT HAIGHT, PRESIDENT 
ASSOCIATION OF FLORAL IMPORTERS OF FLORIDA

BEFORE THE FINANCE COMMITTEE,
SUBCOMMITTEE ON INTERNATIONAL TRADE

U.S. SENATE, OCTOBER 21, 1983

GOOD MORNING, MR. CHAIRMAN AND MEMBERS OF THE 
SUBCOMMITTEE. MY NAME is DWIGHT HAIGHT. I AM PRESIDENT OF THE 
ASSOCIATION OF FLORAL IMPORTERS OF FLORIDA. SINCE YOU ALREADY 
HAVE MY WRITTEN TESTIMONY, I WOULD SIMPLY LIKE TO SUMMARIZE THE 
REASONS WHY OUR ASSOCIATION OPPOSES S-1296.

1ST, S-1296 REPRESENTS A DIRECT ATTACK UPON THE 
HISTORIC FREE TRADE PHILOSOPHY OF THE UNITED STATES. THIS BILL 
WOULD ERECT TRADE BARRIERS AT THE VERY TIME WHEN THE U.S. 
GOVERNMENT IS PRESSING OUR INTERNATIONAL TRADING PARTNERS TO 
ELIMINATE UNFAIR AND RESTRICTIVE TRADE PRACTICES,

2ND, S-1296 WOULD ARTIFICIALLY INCREASE THE COST OF 
CUT ROSES TO THE AMERICAN CONSUMER, WHILE AT THE SAME TIME, 
LIMIT THE SUPPLY. CREATING ARTIFICIAL BARRIERS TO TRADE ONLY 
SERVES TO PROTECT INEFFICIENCIES FOR WHICH THE DOMESTIC 
CONSUMER ULTIMATELY PAYS.

3RD, S-1296 WOULD HAVE A DEVASTATING EFFECT UPON THE 
ASSOCIATION'S MEMBER COMPANIES EMPLOYMENT OF OVER 700 PEOPLE, 
AND THE THOUSANDS MORE EMPLOYED IN RELATED INDUSTRIES 
THROUGHOUT THE STATE OF FLORIDA. ENACTMENT OF S-1296 WOULD 
PLACE THESE U.S. COMPANIES, MANY OF WHOM ARE SMALL BUSINESSES, 
IN FINANCIAL JEOPARDY AND WOULD BE DISASTROUS TO THE FLORIDA
ECONOMY.
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FINALLY/ ONE POSITIVE STEP HAS RECENTLY BEEN TAKEN 
WHEN THE FLORAL PROMOTION BOARD, FLORABOARD, WHOSE MEMBERSHIP 
INCLUDES BOTH DOMESTIC PRODUCERS AND CUT FLOWER IMPORTERS, WAS 
CREATED. ITS AIM IS TO INCREASE U.S. CONSUMPTION OF ALL CUT 
FLOWERS THROUGH GENERIC PROMOTION AND ADVERTISING TO BRING U.S. 
PER CAPITA PURCHASES UP TO THE LEVEL OF THE WESTERN EUROPEAN 
NATIONS, IT SEEMS TO ME THAT THE DOMESTIC ROSE INDUSTRY SHOULD 
BE PUTTING ITS EFFORT INTO FLORABOARD, AS AN INCREASE IN THE 
MARKET FOR FLOWERS WOULD BENEFIT THE ENTIRE INDUSTRY.

THANK YOU FOR THE OPPORTUNITY TO PRESENT MY COMMENTS. 
I WILL BE HAPPY TO ANSWER ANY QUESTIONS YOU MAY HAVE.

28-805 O - 84 - 23
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Senator DANFORTH. Finally, S. 1853. Mr. Legnon. 
Mr. Legnon also will be the last witness in a long morning of an 

innumerable number of bills. 
We appreciate your patience.

STATEMENT OF EDWIN LEGNON, VICE PRESIDENT, GULF FLEET 
MARINE INC., NEW ORLEANS, LA.

Mr. LEGNON. Thank you, Mr. Chairman. I also appreciate the op 
portunity to be here this morning to present my testimony in support 
of Senate bill 1853.

My name is Edwin Legnon, and I'm vice president of Gulf Fleet 
Marine Corp., which is headquartered in New Orleans. We are a sub 
sidiary of Pott Industries out of St. Louis, Mo. Pott Industries in turn 
is a subsidiary of Houston Natural Gas Corp. with headqarters in 
Houston, Tex.

Gulf Fleet owns and operates 150 seagoing tugs, supply, towing 
supply vessels, crew and utility boats, and deck barges in the United 
States and overseas. Our vessels perform a variety of services related 
to the exploration and development of offshore oil and gas. They carry 
pipe, crews, and other supplies to offshore mobile drilling units and 
offshore production facilities. They also have two drilling units to 
drill sites and assist in positioning and anchoring these large offshore 
drilling facilities.

Speak not only for Gulf Fleet but also for the offshore service com 
panies, Tidewater, Seahorse Inc., Offshore Logistics, Otto Candies, 
and member companies of the Offshore Marine Services Association, 
which is a New Orleans based trade association representing companies 
like Gulf Fleet. We endorse and urge the enactment of S. 1853, to 
amend the Tariff Act of 1930, to exempt from duty equipment and re 
pairs to certain vessels.

American Petrofina, a Dallas-based integrated oil company which 
operates tankers, and Sea-Land Industries, Inc., the largest U.S.-flag 
blue-water shipping company, also support S. 1853, and I understand 
both of them will submit statements for the record.

Under current law, 19 U.S.C. 1466. there is a 50-percent ad valorem 
duty on repairs made ovearseas on a U.S. vessel.

For example, if a gulf coast company's offshore supply vessel returns 
to a U.S. port after 10 years overseas, the company must pay the U.S. 
Government a duty equal to 50 percent of the company's repair costs 
while the vessel was overseas. This exposure to duty has influenced 
our decision at Gulf Fleet to sell at least two of our vessels overseas 
and place them under foreign flag rather than return the vessels to the 
United States and risk paying the duty. Pure economics dictated our 
decision that we sell the vessels rather than bring them back to the 
United States, and I know this has occurred in other companies in our 
industry.

Subsection (e) of 19 U.S.C. 1446, however, exempts vessels that do 
not carry property or persons, such as a mobile drilling unit, from the 
50-percent duty if the exempted vessel was overseas for 2 or more years. 
But if the vessel incurred repairs within 6 months of departing a U.S. 
port, then the vessel is subject to the 50-percent ad valorem duty on 
those repairs.
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S. 1853 would amend the current law exemption by extending its 
provisions to all U.S.-flag vessels, plus an additional limitation that 
the exemption would not apply to those vessels not previously exempt 
ed which left the United States for the purposes of obtaining repairs.

The reasons for enacting S. 1853 are several. First, when a vessel 
is overseas for 2 or more years, it is unreasonable as well as uneco 
nomical for that vessel to return to the United States for routine and 
special repairs.

Another reason is that when a U.S. vessel is overseas many years, 
current law is very difficult to administer. Frequently it will take 2 
or 3 years after the vessel arrives back in the United States to deter 
mine the 50-percent ad valorem duty. Tracking down the invoices and 
other records for these repairs while made overseas requires an ex 
tended period of time and may take up to l1/^ to 2^ years, just to 
gather those records.

Finally, current law exempting vessels which do not carry passen 
gers or property, if overseas for 2 or more years, has spawned nu 
merous disputes and expensive litigation. For example, a tug or a 
vessel used primarily as a tug overseas might be exempt because it 
does not carry property or persons. A vessel of the same type as a 
tug but used frequently to carry supplies may be liable for the duty. 
Obviously, when a vessel has had a mixed use overseas, confusion and 
disputes arise when the Treasury Department tries to administer cur 
rent law.

In conclusion, Mr. Chairman, the present 50-percent ad valorem 
duty on repairs on U.S. vessels overseas for more than 2 years serves 
no purpose, and it very difficult to administer.

I thank you very much.
[The prepared statement of Edwin K. Legnon follows:]
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Statement of Edwin K. Legnon 
on S. 1853

MR. CHAIRMAN, and members of the International Trade 
Subcommittee, my name is Edwin K. Legnon. I am the Vice 
President - Legal and Administration, of Gulf Fleet Marine 
Corporation, headquartered in New Orleans, Louisiana. Gulf 
Fleet is a subsidiary of Potts Industries of St. Louis, 
Missouri, and Pott is in turn a subsidiary of Houston 
Natural Gas Corporation, which is headquartered in Houston, 
Texas.

Gulf Fleet owns and operates 150 seagoing tugs, supply, 
towing supply vessels, crew and utility boats, and deck 
barges in U.S. waters and overseas. Our vessels perform a 
variety of services related to the exploration and 
development of offshore oil and gas. They carry pipe, 
crews, and other supplies to offshore mobile drilling units, 
and offshore production facilities. They also tow drillling 
units to drill sites, and assist in positioning and 
anchoring these large offshore drilling facilities.

I speak not only for Gulf Fleet, but also for the 
offshore service companies, Tidewater, Seahorse, Inc, 
Offshore Logistics, Otto Candies, Inc. and the member 
companies of the Offshore Marine Services Association, a New 
Orleans based trade association representing companies like 
Gulf Fleet. We endorse, and urge the enactment of S. 1853, 
to amend the Tariff Act of 1930 to exempt from duties, 
equipments and repairs to certain vessels.

American Petrofina, a Dallas based integrated oil 
company which owns tankers, and Sea-Land Industries, Inc., 
the largest U.S. flag blue-water shipping company, also 
support S. 1853. I understand they both will submit 
statements for the record, Mr. Chairman.

Under current law (19 U.S.C. 1466) there is a 50% ad 
valorem duty on repairs made overseas on a U.S. vessel.

For example, if a Gulf Coast company's offshore supply 
vessel returns to a U.S. port after 10 years overseas, the 
company must pay the U.S. government a duty equal to 50% of 
the company's repair costs while the vessel was overseas.
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This exposure to duty has influenced our decision to sell at 
least two of our vessels overseas and place them under 
foreign flag rather than return them to the U.S. and risk 
paying the duty. Pure economics dictated that we sell the 
vessels rather than bring them back to the U.S. I know this 
has occurred at other companies in our industry.

Subsection (e) of 19 U.S.C. 1446, however, exempts 
vessels that do not carry property or persons, such as a 
mobile drilling unit from the 50% duty if the exempted 
vessel was overseas for 2 or more years; but if that vessel 
incurred repairs within 6 months of departing a U.S. port, 
then the vessel's owner is subject to the 50% ad valorem 
duty on those repairs.

S. 1853 would amend the current law exemption by 
extending its provisions to all U.S. flag vessels, plus an 
additional limitation that the exemption would not apply to 
those vessels, not previously exempted, which left the U.S. 
for the purpose of obtaining repairs.

The reasons for enacting S. 1853 are several. First, 
when a vessel is overseas for 2 or more years, it is 
unreasonable, as well as uneconomical, for that vessel to 
return to the U.S. for routine and special repairs.

Another reason is that when a U.S. vessel is overseas 
many years, current law is very difficult to administer. 
Frequently, it takes 2 to 3 years after a vessel arrives in 
a U.S. port to determine the 50% ad valorem duty. Tracking 
down the invoices of all repairs made overseas during an 
extended period of time may take 1-1/2 to 2-1/2 years.

Finally, current law, exempting vessels which do not 
carry passengers or property if overseas for two or more 
years, has spawned numerous disputes, and expensive 
litigation. For example, a tug, or a vessel used primarily 
as a tug overseas, might be exempt because it does not carry 
property or persons. A vessel of the same type as a tug, 
but used frequently to carry supplies, may be liable for the 
duty. Obviously, when a vessel has had a mixed use 
overseas, confusion and disputes arise when the Treasury 
Department tries to administer current law.
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The revenue impact of this legislation is minor. The 
limited exemption provided would result in a $2 to $3 
million reduction in revenues to the Treasury on an annual 
basis.

In conclusion, the present 50% ad valorem duty on 
repairs on U.S. vessels overseas for more than 2 years 
serves no purpose, and is very difficult to administer.
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Senator DANFORTH. Thank you very much, sir. I appreciate your 
patience and appreciate your being here. 

Mr. LEGNON. Thank you.
Senator DANFORTH. That concludes the hearing. 
[Whereupon, at 12:16 p.m., the hearing was concluded.] 
[The following communications were made a part of the record:]

U.S. SENATE,
Washington, D.C., October 21,1983. 

Hon. JOHN C. DANFOBTH,
Chairman, Subcommittee on International Trade, 
Committee on Finance, Washington, D.C.

DEAR JACK : I am writing in support of S. 759, a bill that I am cosponsoring 
with Senator Mitchell and which is a subject of your subcommittee's hearing 
today. Similar legislation was favorably reported by the Committee on Finance 
last year and has had the support of the entire domestic fishing industry, from 
Alaska to Maine, for several years.

S. 759 would amend the Tariff Schedules of the United States by reducing 
the current rate of $0.18 per pound plus 28.6 per cent ad valorem on imported 
fish netting to 17 per cent ad valorem.

Although the bill would accelerate the reduction of tariff rates on imported 
fish netting, as agreed to by the United States at the 1979 Tokyo Round Multi 
national Trade Negotiations, it would not create further tariff cuts. In fact, 
tariffs on imported cotton and vegetable fiber netting have already been reduced 
and this legislation only brings the tariff on synthetic netting into parity with 
those rates. Also, its passage would continue to guarantee substantial tariff 
protection to domestic net manufacturers who, from the standpoint of most 
domestic fishermen, have been extremely slow in developing braided trawl net 
ting, and certain monofilament gill-net twine, of a quality equal to that available 
from overseas sources.

The issue of quality is important when considering tariff reductions for im 
ported fish netting. Commercial fishermen can spend from $1,000 to $300,000 on 
netting each year. The average ground-fishermen in Maine will spend as much 
as $15,000 this year on netting alone, building the net himself in order to minimize 
his costs. Although expensive, he will bear the current duty, which represents 
nearly one-third of the net's total cost, because he simply cannot buy domestic 
synthetic netting of the quality that he can purchase from overseas sources. We 
should not continue to impose this additional high cost on our fishermen when 
they have no real alternative to continuing to import high-quality fish netting. 
The tariff should be immediately reduced to the lowest possible level.

The United States, under the provisions of the Magnuson Fishery Conservation 
and Management Act, is committed to the development of a strong, competitive 
fishing industry and to the full utilization of our important fishery resources. 
While the U.S. has reduced tariff and non-tariff barriers to imported fishery 
products, in the interest of free trade, we have maintained high tariff barriers 
against the importation of gear which is necessary to the fisherman's ability to 
make a profit.

As a result of these conflicting policies, the import duties on foreign fish netting 
and nets consume as much as nine per cent of the profits made by American fish 
ermen while, at the same time, the fisheries represent our fifth largest balance 
of trade deficit, totaling nearly $3 billion.

The International Trade Commission (ITC), at my request, will soon begin in 
vestigating the effect of unrestrained fisheries product imports into the United 
States. It is equally important that we also address the tariff impediments that 
have been placed upon fish netting, and which have constrained the profits of 
American fishermen, by immediately reducing those tariffs.

I would point out to the Subcommittee that, according to the ITC, the American 
synthetic net industry only employs about 1,000 persons and the enactment of S. 
759 would result in a loss of less than $6 million to the U.S. Treasury- Last year, 
the American fishing industry employed over 300,000 persons and U.S. commercial 
fisheries landings totalled more than $2 billion.

In the interest of fostering greater competition in the domestic fish netting 
industry, promoting the continued development of our nation's fisheries, and in 
view of the overall positive effect that this legislation would have on our economy 
as a whole, I urge the Subcommittee to favorably report S. 759 to the full com 
mittee at its earliest convenience so that passage may be assured this year.
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Thank you for the opportunity to comment on this issue which is so important 
to the fishermen of Maine and the rest of the country. 

With warm regards, I am 
Sincerely,

WIIXIAM S. COHEN,
____ U.S. Senator.

REMARKS OF SENATOR DAVE DURENBERGEB
Mr. Chairman, I appreciate the opportunity to submit these remarks on behalf 

of S. 37 for the hearing record. I do not intend to address the technical aspects 
of the bill. I believe the other witnesses can do that much more effectively than 
I can.

I do want to mention the three concerns that prompted me to sponsor this 
legislation. First and foremost is my role as chairman of the Health Subcom 
mittee of Finance Committee. We should be seeking every means possible of 
reducing health care costs which are still the fastest growing component of 
the CPI. Health care cost inflation is still rising at a double-digit rate. Fair 
treatment of these disposable materials will help us contain these spiraling costs. 
Though the actual dollar impact may not be huge, I think the symbolic value 
of attacking this health care cost problem on all fronts is very important.

Secondly, the matter of jobs is important to us all. I could not support this 
measure if it meant a wholesale exporting of jobs away from the United States. 
In fact the materials covered by S. 37 have only one level of value added out 
side the country. All other steps take place in the United States and a sig 
nificant number of new jobs are being created as production of these materials 
in the United States is increased.

My final concern is that of equity. There is no reason why the materials 
covered by S. 37 should be forced to pay substantially higher duties than almost 
identical products with the exact name and use. I understand that Customs 
must draw some very fine lines between products at certain times, but I do not 
think that such a distinction is merited in this case.

Thank you again, Mr. Chairman, for the opportunity to add these remarks 
to the hearing record. ____

STATEMENT OF SENATOR STROM THURMOND
Mr. Chairman, I am pleased that your subcommittee is holding this hearing on 

miscellaneous tariff bills pending before the Senate Finance Committee.
On January 27, 1983, I introduced S. 221, a bill to temporarily suspend until 

June 30, 1986, the duty on certain menthol feedstocks. The feedstocks that this 
bill concern are utilized by domestic manufacturers to produce synthetic men 
thol. A duty is applied to these chemicals when they are imported to the United 
States from West Germany. Since there are no domestic industries that produce 
these particular feedstocks, this duty does not afford protection by any chemical 
manufacturer in the United States. To the contrary, it imposes an unnecessary 
economic burden on the United States menthol industry by increasing the pro 
duction costs for that industry.

This unnecessary duty only compounds the problems that face our domestic 
menthol industry. In 1977, when Mainland China was granted most Favored 
Nation status, the duty on Chinese menthol fell from 50tf per pound to 17tf per 
pound. This forced our domestic menthol producers to compete with highly sub 
sidized and cheaply produced menthol imports. This situation coupled with 
tariffs on menthol imports imposed by countries such as Japan, have placed our 
domestic producers of menthol at a competitive disadvantage.

Mr. Chairman, there is a synthetic menthol plant located in Charleston, South 
Carolina, which opened for operation in 1977. This plant is a single purpose facil 
ity designed only to produce menthol. The plant employs 47 South Carolinians, 
and has an annual payroll of $1,100,000. However, the stability of this plant and 
of the entire domestic menthol industry is being threatened by cheaply produced, 
and often subsidized, menthol imports, as well as by burdensome trade barriers 
abroad.

In order to preserve viability in our domestic menthol industry, it is important 
that the present tariffs on certain menthol feedstocks be suspended.

I realize that this duty suspension does not represent a complete solution to 
the numerous trade difficulties that our domestic menthol producers face today.
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However, it would allow America's menthol manufacturers to become more price 
competitive with menthol imported from Mainland China. This will help preserve 
America's menthol industry and the many jobs it represents. For that reason, 
I am hopeful that the Finance Committee can favorably consider this bill, S. 221, 
as part of the miscellaneous tariff bill that will be reported out of the Finance 
Committee in the future.

STATEMENT OF SENATOR JOHN TOWER
Mr. Chairman and distinguished members of the Senate Finance Committee, 

I am pleased to have this opportunity to express my strong support for S. 1411, 
a bill to provide that certain property held in foreign trade zones shall be 
exempt from State and local ad valorem taxation. S. 1411 is very simply a 
clarification of existing law that will remedy a gap in the national uniformity 
of treatment of international trade.

Congress created foreign trade zones to make our country competitive in the 
international marketplace. Local taxation of goods located in a foreign trade 
zone would, of course, frustrate the congressional purpose. The Federal pre 
emption of this type of taxation has been uniformly recognized outside of Texas. 
However, because of restrictions in the Texas constitution, the formal recog 
nition by the State of Texas is not possible.

The lack of a definitive statute in Texas has created a hesitation among 
businesses that might otherwise use Texas foreign trade zones. A State statute 
is, of course, not necessary to restate a Federal preemption. A State statute 
would be merely gratuitous, to insure that local authorities comply with Federal 
law. Without such a statute to show local assessors, however, businesses are 
concerned that they will be forced to go to court in order to secure an ad valorem 
tax exemption to which they are entitled. Although the recent U.S. Supreme 
Court case of Xerox Corporation against Harris County seems to make the 
state of the law clear, businesses do not like to operate based on how case law 
would help them if they are forced to go to court.

By simply restating the existing Federal preemption of ad valorem taxation, 
I believe S. 1411 will facilitate the development of foreign trade zones. In the 
past 15 years, the number of jobs in foreign trade zones has increased by 20 
times, and the value of shipments through foreign trade zones has increased 
to over $7 billion. I also believe this bill will further enhance the growth of 
foreign trade zones, and by adding American value to goods manufactured or 
assembled in foreign countries, the deficit in the balance of trade is reduced.

In my view, the enactment of S. 1411, by merely clarifying the existing Fed 
eral preemption of ad valorem taxation of Federal trade zone inventory, will 
enhance the development of all foreign trade zones and fulfill the congressional 
intent in establishing foreign trade zones, the creation of new jobs, and 
encouragement of capital investment.

STATEMENT OF SENATOR JOHN W. WARNER
Mr. Chairman, First, I would like to thank you for holding this hearing.
I know that this is a large and difficult task that you are undertaking, but 

it is important and I wish you well.
I am here to speak on behalf of S. 453, my legislation which imposes a one- 

tenth of one cent per gallon duty on apple and pear juice imported into this 
country.

Between 1976 and 1981, the quantity of apple juice imported into the United 
States grew from 34.88 million gallons to 71.39 million gallons. The 1981 import 
quantity represents 10.67 million bushels of apples, just about equal to the total 
apple production in the Commonwealth of Virginia for 1982. Though the 1983 
figures are not in yet, because of the drought experienced by Virginia apple 
growers, that figure will be somewhat smaller.

Foreign apple juice is imported in concentrated form for reconstitution in this 
country. Thirty million gallons of this increase is from Argentina which shipped 
18.86 million gallons in 1976 and ^0.57 gallons in 1981.

The dramatic increase in apple juice imports are a major concern to U.S. 
apple growers. Their concerns are magnified when we find that the government 
of an exporting nation is providing a substantial subsidy to the processors and 
exporters of that product. In meetings with apple growers, I have found a willing-
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ness to compete with growers in other countries on a fair basis, but a resentment 
of having to compete with governments.

Such is the case with Argentina. The Argentine government is subsidizing 
its apple industry to develop exports at the expense of U.S. apple growers.

According to information from the Foreign Agriculture bervice, about 65 per 
cent of apples for processing in Argentina go to concentrated juice. Most of this 
concentrated juice is exported to the United States.

Export rebates for concentrated apple juice is 10 percent, plus 10 percent for 
shipments through Puerto Madryn.

Additionally, export rebates of 15 percent have been used for certain periods. 
Financial/commercial exchange rate mix for concentrated apple juice exports 
give even more financial incentives for exports.

It appears that the major problem confronting the U.S. apple industry in this 
situation is the fact that the Tariff Schedule of the United States provides no 
duty on apple and pear juice imported from countries which enjoy "Most Favored 
Nation" designations. Imports of apple and pear juice from countries not enjoy 
ing MFN designation are subject to a duty of 5 cents per gallon under T.S.U.S. 
Item No. 165.15. Apple and pear juice are the only juice imports free of duty 
under the MFN category.

Because there is no tariff, at present, the apple grower has no legal ability to 
take this matter to the Department of Commerce, and apple processors would 
have to initiate costly, time-consuming legal and administrative procedures be 
fore the International Trade Commission. I believe S. 453 will be speedier and 
much less costly to address this problem.

I do not believe in high tariff barriers, and S. 453 is not that kind of bill; the 
amount of one-tenth of one cent is only used to ensure that imported apple and 
pear juice come under the same administrative procedures as other juices.

I hope that the Committee will report my legislation to the Senate and that 
the Congress will move to pass it at the earliest opportunity.

Thank you, Mr. Chairman.

CONGRESS OF THE UNITED STATES,
HOUSE OF REPRESENTATIVES, 

Washington, D.C., October 19,1988. 
Hon. JOHN C. DANTOBTH,
Chairman, Subcommittee on International Trade, 
V.8. Senate, 
Washington, D.C.

DEAB MB. CHAIRMAN: I want to take this opportunity to offer my comments 
on S. 759, a bill that would lower the tariff for certain fish netting and fish 
nets. I understand that your Subcommittee will be holding a hearing on this 
legislation on October 21st, and I would appreciate your making this letter part 
of the Subcommittee record.

As you know, this legislation has been introduced in previous sessions and is 
widely supported by the U.S. fishing industry, including fishermen in Alaska. The 
bill would accelerate an already scheduled tariff reduction on certain netting 
material, thereby providing much needed relief for an important domestic indus 
try. For example, in the Alaskan salmon fishery alone, it is estimated that each 
salmon gillnetter would save $850 per year. While this sum may not seem sub 
stantial, the Subcommittee should be aware that the rising cost of fuel and the 
falling prices paid for fish have made any savings extremely important for an 
economically successful fishing operation. Further, salmon gillnet vessels are 
small vessels, 32 feet or less in length. Larger vessels, such as those used in New 
England and in the developing groundfish fisheries off Alaska, could realize a 
much larger saving if this bill is enacted.

In 1976, the Congress passed the Fishery Conservation and Management Act 
and established as a national policy the full development of our domestic fishing 
industry. While that development is now taking place, it has been slowed by 
a variety of factors, including the expense of harvesting unfamiliar species of 
fish in unfamiliar waters using unfamiliar gear. Passage of this bill would be a 
positive step in the direction of full development of the U.S. fishing industry.

Mr. Chairman, I urge that you move expeditiously in passing this bill without 
amendment so that the U.S. fishing industry can continue to move toward the 
goal of full development of the fisheries in our 200 mile zone. 

Sincerely,
DON YOTTNO.
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Statement of the 
American Apparel Manufacturers Association

Before the 
Subcommittee on International Trade

of the
Senate Committee on Finance 

October 21, 1983

Mr. Chairman, my name is Stewart Boswell. I am Director of Government 
Relations of the American Apparel Manufacturers Association (AAMA). We 
support S. 847, introduced by Senator Heinz and Section 121 of H.R. 3398. 
The former would extend the existing duty suspension on imported raw down 
and feathers for an additional five years; the latter, for three years. 
Our preference is for S. 847.

AAMA is the central trade association for the American apparel industry 
representing about two-thirds of domestic apparel production capacity. Its 
membership is nationwide and includes all items of apparel production. It's 
down apparel division counts among its specific membership manufacturers of 
down apparel products and their suppliers, the procesors of raw down and 
feathers. It represents about 81% of domestic down apparel production.

The domestic down apparel industry consists of about 60 firms, most 
of which are small companies employing less than 250 workers. They are 
geographically scattered throughout the United States. Domestic production 
of down parkas, jackets, and vests is averaging about 3.0 million units 
annually with imports accounting for another S million units. Thus domestic 
manufacturers are supplying only about a kO% share of the market.

The amount of domestically produced raw down and feathers continues to 
be small. About three-fourths of the more than 20 million pounds normally 
required to meet American manufacturing and processing needs must be obtained 
from foreign sources where waterfowl food is more popular than in the 
United States.

A continuation of the duty suspension in this case would lower the costs 
to domestic manufacturers of down filled apparel and other articles and help 
their competitive position with respect to imports, particularly imports of 
down coats, jackets, and vests. The first duty suspension was passed by 
Congress in 1974 and the second in 1980. H.R. 3398 and S. 847 would simply 
continue the existing duty suspension.

This legislation is important to the down apparel segment .of our industry, 
and we would appreciate its favorable consideration by the Committee.
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American Association of

Exporters and
11 West 42nd Street. New York. N Y 10036 1212) 9442230

STATEMENT OF 

THE AMERICAN ASSOCIATION OF EXPORTERS AND IMPORTERS

TO THE

SUBCOMMITTEE ON INTERNATIONAL TRADE 

COMMITTEE ON FINANCE 

UNITED STATES SENATE

on the subjects of:

S. 722 - amending the Foreign Trade Zones Act (section 3) to exempt 
bicycle component parts, not reexported, from the exemption 
from customs laws otherwise available to merchandise in 
foreign trade zones, until June 30, 1986;

and,

S. 1845 - amending TSUS item 801.00 to provide that articles 
reimported into the United States, if they previously 
entered duty-free pursuant to provisions of the Caribbean 
Basin Economic Recovery Act or the Generalized System of 
Preferences, could again enter duty-free.

Date submitted: Monday, October 31, 1983
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Comment to the Subcommittee on International Trade, United States 
Senate Committee on Finance on S. 722 and S. 1845.

This statement is filed on behalf of the American Association of Exporters 

and Importers ("AAEI"), a nationwide, non-profit association, established in 

1921* The Association is currently comprised of some 1300 American firms and 

service organizations engaged in various and diverse exporting and importing 

operations. The Association is a recognized voice of the American International 

Trade Community, and welcomes the opportunity to present its views on the bills 

which were scheduled for hearing before the Subcommittee on October 21, 1983.

While the matters set for hearing by the Subcommittee are all of interest 

to our members, there are two bills of particular significance which we will 

address in this comment. These proposals are Section 211(a) of H.R. 3398 

(S.722) regarding the exemption of bicycle component parts from certain provi 

sions of the Foreign Trade Zones Act of 1934 and S. 1845, amending TSUS Item 

801.00. Following analysis and discussion on these two bills by AAEI's Schedule 

8 Committee (Gilbert Lee Sandier of Sandier & Travis, P.A., Chairman), the 

Association endorses the amendment to TSUS Item 801.00, but strongly apposes 

the exclusion of bicycle components from the benefits provided under the 

Foreign Trade Zones Act.

TSUS Item 801.00 (S. 1845)

This bill is designed to cure an unintended and anomalous problem under 

TSUS item 801.00 The tariff item is designed to permit duty-free treatment for 

articles, previously imported, if reimported (1) without having been changed 

during export under lease to a foreign manufacturer and (2) if imported by and
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for the account of the person who exported it from the United States. The 

provision is obviously a very limited one, permitting duty-free treatment in a 

situation in which logic dictates that such treatment is justifiable: the 

importer has paid duty once, he should not be required to pay duty a second 

time as a consequence of a lease for using the article abroad.

However, the language contained in TSUS Item 801.00 appears to require 

full duty assessment on reimported articles which were originally imported, 

duty-free, under the Generalized System of Preferences or under the recently 

enacted Caribbean Basin Economic Recovery Act. This anomalous result occurs 

because the language of 801.00 limits its application to merchandise which was 

the subject of duty payment on its first importation:

"Articles, previously imported, with respect to which 
the duty was paid upon such previous importation,***".

Neither the CSF nor the recently enacted CBEKA provide for duty-free 

treatment if an eligible article is reimported for a second time. Reimported 

articles are probably ineligible for duty-free treatment under the GSP or 

CBERA because they would not have been imported "directly" from the bene 

ficiary developing (or CBERA - eligible) country. If such articles are 

returned unaltered, and after being leased to a foreign manufacturer, they 

would be duty-free under TSUS item 801.00 except for the fact that no duty 

was paid on the original importation. This peculiar result was certainly 

unintended by the Congress when it adopted 801.00, a provision which predates 

both the GSP and the CBERA.
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We strongly urge the Congress to adopt the proposed legislation which 

would cure this anomalous result. Moreover, we suggest that the Subcom 

mittee consider the broader possibility of permitting duty-free treatment for 

reimported CSP and CBERA products which arrive back in the United States 

(1) unaltered and (2) while the country of production and the product involved 

remain eligible for duty-free treatment.

Bicycle Components under the Foreign Trade Zone Act 
(Section 211 (a) H.R. 3398/S. 772)

The purpose of this provision is to prohibit the use of foreign trade 

zones to manufacture or assemble bicycles from foreign parts if the manufac 

tured bicycles are to be entered into the United States Commerce. Accordingly, 

this bill would require that all bicycle parts assembled in Foreign Trade Zones 

be exported.

If this bill is adopted, the Congress will have created a unique exception 

from the Foreign Trade Zone Act for one particular industry. Such special 

treatment is unnecessary and inappropriate.

The Foreign Trade Zone Act providently does not include any special 

provisions for individual industries or sectors of the economy. Instead, it 

provides the broad general authority for the operation of foreign trade zones, 

under rules uniformly applicable to all products.

Nonetheless, the general statutory provisions include adequate protection 

for individual industries by petition to the Foreign Trade Zone Board. The 

board possesses broad, descretionary authority to prohibit any use of foreign 

trade zones found not to be in the "public interest".
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The bicycle legislation would by-pass the Board's authority and would open 

the Congreis to petitions from any industry feeling aggrieved by activities in 

a foreign trade tone. If excepted by .the Congress, the Foreign Trade Zone 

Board would lose its ability to flexibly apply the law. The problems of a 

particular industry, if they merit exemption from the provisions of the Act, 

should not be accorded the near-permanent exemption inherent in such a legis 

lative provision.

Moreover, the Congress has initiated a more reasonable approach to the 

broader questions regarding the impact of Foreign Trade Zones on imports. 

Studies underway by the GAO and the ITC will address these issues and provide 

the Congress with a reasonable basis to consider whether comprehensive 

legislative change is needed in connection with Foreign Trade Zones* A 

piecemeal attack on an industry-by-industry basis can serve only to create a 

confused and incoherent trade policy and uncertainty among importers and our 

foreign trading partners.

We urge the Subcommittee to report unfavorably on this legislation and 

to approach any amendment of the Foreign Trade Zone Act on the basis of the 

broader non-sectoral issues under study by the GAO and the ITC.

Thank you for providing the opportunity to AAEI to comment on the 

two bills.

Sincerely,

Eugene J. Milosh 
Executive Vice President 

EJM:lk
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STATEMENT OF

AMERICAN PETROFINA, INCORPORATED

TO THE SUBCOMMITTEE ON INTERNATIONAL TRADE

COMMITTEE ON FINANCE

U.S. SENATE

Re: S. 1853

On October 21, 1983 the Subcommittee on International Trade 

of the Senate Committee on Finance held hearings on miscellaneous 

tariff bills, including S. 1853, introduced on September 19, 1983 

by Senators Tower and Johnston. This statement, in support of S. 

1853, is provided by American Petrofina, Incorporated in 

accordance with an undertaking in those hearings that comments on 

S. 1853 would be submitted for the record.

Ad valorem duty on foreign repairs of U.S. ships (section 

466 of the Tariff Act); effect of S. 1853. Section 466 of the 

Tariff Act of 1930 (19 O.S.C. section 1466) imposes a 50% duty 

upon certain foreign repairs to U.S. flag commercial vessels. 

The duty is assessed when a vessel arrives back in a U.S. port.

28-805 O - 84 - 24
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The .duty applies no matter how many years the U.S. vessel was 

overseas and no matter how long ago the repairs were made. The 

purpose of this provision is to support the U.S. ship repair 

industry. There are several exceptions to the general rule of 

section 466. Emergency repairs are exempt from duty. Repairs to 

fishing boats/ drilling vessels/ certain barges/ and research 

vessels/ if the vessels are outside the U.S. for two years or 

more and if the repairs are not made in the first six months 

after the vessel leaves the U.S./ are exempt from duty under an 

amendment added in 1971. S. 1853 would extend this second 

exemption to all. vessels outside the U.S. for two years or more/ 

if the repairs are not made in the first six months after the 

vessel leaves the U.S. and as long as the voyage overseas is not 

solely for the purpose of obtaining the repairs.

Impact of the ad valorem duty on American Petrofina/ 

Incorporated. American Petrofina/ Incorporated ("Fina") is a 

U.S. corporation based in Dallas/ Texas with operations in many 

sectors of the petroleum and chemical industries. While a 

controlling interest in Fina is owned by Petrofina S.A./ a 

Belgium-based petroleum 'and chemical company/ Fina has 

substantial U.S. ownership and its stock is listed on the 

American Stock Exchange. Fina employs about 2/750 people in the 

U.S.

Fina charters two U.S. flag vessels, both of which/ in 

recent years/ were in continuous overseas service for five years 

or more. The vessels underwent repairs while overseas. At the
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or more. The vessels underwent repairs while overseas. At the 

time/ the only U.S. drydocks which could have accommodated these 

ships were tied up with other work for months at a time. Had 

these drydocks been available, the cost of doing the repair work 

in the U.S., not including the cost of taking the vessels out of 

service and bringing them back to the U.S., would have been about 

three times the cost of doing the repair work overseas. At the 

end of their foreign operations, these ships returned to serve 

U.S. markets. Upon return, they were assessed with duties of 

over $1 million each, which were paid in 1982 and 1983. (The 

average duty for- all returning vessels in 1977-82 was under 

$5,000.) The liability of these vessels for these duties is now 

the subject of an action in the U.S. Court of International 

Trade.

Impact of the ad valorem duty generally. Tariffs have 

almost no impact on where ships are repaired, since the cost of 

sailing an unloaded ship back to a yard in a country where 

repairs are not dutiable is almost always greater, often by 

hundreds of thousands of dollars, than the duty saved. Operators 

of foreign flag ships, who can repair anywhere in the world, 

spend $750 million each year in U.S. shipyards for just this 

reason. Under these circumstances, the ad valorem duty has two 

effects: to impose a penalty tax, raising a tiny amount of 

revenue, on foreign repairs, and to impose a burden on the 

ability of the U.S. flag merchant fleet to compete. The adoption 

of S.- 1853, providing a partial exemption from the duty, will
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significant cost to the federal government. The logic of this 

position has been broadly recognized by the Administration, which 

has proposed to repeal the duty entirely. In hearings before the 

Committee on Ways and Means on a House bill similar to S. 1853,* 

on April 27 and May 10, 1983/ the Administration expressed no 

opposition to the bill/ H.R. 2381, although the Administration 

later criticized the bill as being too restrictive to be of 

substantial benefit to the U.S. flag merchant marine and 

reiterated its desire for complete repeal of the duty on foreign 

ship repairs._/

No significant adverse impact on U.S. customs revenues. 

Average revenues from the ad valorem duty on all dutiable repairs 

during 1978-82 were $5.34 million per year. S. 1853 would exempt 

some repairs from duty and thus would result in a revenue loss of 

perhaps $2 million annually.

No adverse impact by S. 1853 on the U.S. ship repair 

industry. About $1.5 billion worth of repairs to U.S. and 

foreign commercial ships will be done by the U.S. ship repair 

industry in 1983, generating about $300 million in profits.

By contrast, the amount of foreign repairs subject to duty 

in 1983 will be about $22 million, or about 1 1/2% of the U.S.

__/ See Letter, Sherman E. Unger, General Counsel, Department of 
Commerce, June 8/ 1983.
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repair industry's volume. S. 1853 would exempt from duty only a 

fraction of this 1 l/2% ( representing/ in future years, only a 

few million dollars of repairs annually. These would be repairs 

which would not be done in the U.S. in any event/ as the 

Committee on Finance and the Committee on Ways and Means have 

recognized in approving the 1971 amendments to section 466.**/

The proposed bill would eliminate a burden on the U.S. 

merchant marine and would have no adverse impact on the U.S. ship 

repair industry.-American Petrofina, Incorporated supports the 

enactment of S. 1853.
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STATEMENT
OF

BASF WYANDOTTE CORPORATION 
in support of S1476, a bill 
for the temporary suspension 
of duty on 6 Amino-1-Naphthol- 
3-Sulfonic Acid

BASF Wyandotte Corporation is a manufacturer and marketer 

of a wide range of chemicals including pigments, dyestuffs, polymers, 

herbicides, vitamins and industrial, chemicals. The company's 

headquarters are located in Parsippany, New Jersey and it has 

manufacturing sites at Rensselaer, New York, Washington and 

South Brunswick, New Jersey, Charlotte, North Carolina, Spartanburg, 

South Carolina, Huntington, West Virginia, Wyandotte, Troy and 

Holland, Michigan, and. Geismar, Louisiana.

BASF Wyandotte Corporation supports S1476, which provides 

for a three year suspension of duty on the importation of this 

chemical.

6 Amino-l-Naphthol-3-Sulfonic Acid, also known as J Acid, 

is a chemical used extensively as an intermediate for azo dyestuff 

manufacture with major uses in paper and cotton products. The last 

U.S. producer was American Color and Chemical Corporation, which 

discontinued production in 1981. Current sources of supply are 

from Italy, West Germany, Japan and China (People's Republic). Total 

imports in 1981 were reported to be 815,000 pounds by the United States 

International Trade Commission.

J Acid is used extensively in the manufacture of dyes used for 

coloring paper products, cotton, viscose and fiberglass. The primary 

paper usages include bathroom tissues, towels, napkins, facial tissues, 

stationery and business forms.
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STATEMENT-BASF WYANDOTTE CORP. 
6 Amino-l-Naphthol-3-Sulfonic 
Acid (J ACID)

J Acid is used directly or by conversion to J Acid urea 

or Phenyl J Acid to make dyes for the uses indicated. The more 

significant products used for paper in the U.S. for domestic and 

export sales include: Direct Red 72, 102, 236 and 254, Direct 

Orange 102 and Acid Red 137. Some of the six domestically produced 

products also compete against related dyes currently being imported, 

including Direct Red 239 and Direct Orange 118.

In the cotton and viscose area, the major U.S. products include 

Direct Red 23, 24, 72, 80, 81 and 83, Direct Orange 26 and Acid Red 

137. Based on USITC data, these uses accounted for more than 

3.3 million pounds of production in 1981 and estimated sales over 

$10.7 million.

Dyestuffs products based on J Acid are produced by at least 

ten 'domestic manufacturers. Imports of J Acid-related dyes totaled 

over 130,000 pounds in 1981 and are increasing. In addition to 

sales in the United States, there are also export sales from domestic 

producers who compete against foreign producers. Elimination of 

the duty would thus benefit a wide spectrum of the dyestuffs industry.

BASF Wyandotte Corporation urges the Senate Finance Committee 

to approve S1476.



370

I I I CLIFTON PRECISION Marpto at Broadway. Clifton Hefcms. Pennsylvania 19018 215 622-10CH
Litton

20 October 1983

Senator Robert Dole 
Washington, D.C. 20510

Subject : S1524
Reference: 1) Clifton's Letter, CJS 7-3:058, dated 14 July 1983 

2) Press Release 83-124

Dear Senator Dole,

In our letter of 14 July we requested the opportunity to testify against passage 
of S1524, a measure which would temporarily suspend all import duty on parts of 
certain spindle motors suitable for computer memory disc drives. Your press re 
lease, requesting comments upon the bill, provides this opportunity to reiter 
ate our steadfast opposition to it.

To begin with, the very premises upon which S1524 is based, namely that the 
measure is non-controversial, that it is burdensome to no American firm, that 
no American firm manufactures such items and, most importantly, that no American 
jobs will be jeopardized by its passage, are all false.

Its passage will, indeed, place American jobs at risk: jobs that are real: jobs 
that exist now and not just jobs in the future.

Our company has invested over $1,000,000. in time, tooling and equipment to 
develop a viable market position in the spindle motor market. That investment 
has led to contracts with major computer and computer peripheral manufacturers 
that approach $2,000,000. for the same products which S1524 proposes to exempt. 
Those contracts are now being fulfilled by approximately 50 engineering and 
production workers at our facility in Murphy, N.C. If S1524 is enacted we will 
not be able to compete for follow-on business in this market which experts pre 
dict wilT grow at the rate of- 250% per year. Those 50 jobs will quickly dis 
appear from a locality, Cherokee County, that can ill afford a higher rate of 
unemployment.

Your colleagues in the House have postponed mark-up of the companion bill,HR1410, 
pending a full investigation of its potentially disastrous effects. We urge 
the Senate Finance Committee to at least do the same.

Respectfully, 
CLIFTON PRECISION 

Syst
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HR 1410 IMPERILS AMERICAN JOBS

Jobs of workers at Clifton Precision's manufacturing facil~ 

ities in Clifton Heights, Pa. and Murphy, N.C. will be lost if 

HR 1410 is enacted. The bill erroneously presumes there is no 

viable American producer of the products for which it proposes 

a two-year suspension of import tariffs.

Clifton Precision has maae a significant, investment of time, 

talent and funds to design, develop and tool precisely those 

types of motors that are the subject of this bill. As we under 

stand KR 1410, the tariff moratorium would apply to parts used 

exclusively in permanent magnet, brushless, electronically comm- 

utated, DC spindle drives for computer memory discs and which are 

rated at less than one-tenth HP. These are exactly the kind of 

motors that we are now manufacturing for most of the major com 

puter firms.(Please see the attached Technical Bulletins)

Not only do we manufacture the entire unit(s) domestically 

but we also have established market positions as a supplier for 

completed motors and motor parts. Therefore, if this tariff wind 

fall is granted to foreign sources our competitive position will 

be prejudiced and our worker's jobs threatened!

The 600 workers at our Clifton Heights, Pa. plant and the 

450 workers at our Murphy, N.C. plant urge the defeat of HR 1410. 

We apologize for the eleventh hour timing of this appeal, however 

we only first became aware of HR 1410 on Thursday 2 June, 1983.
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CLIFTON PRECISION8

BRUSHLESS DC SPINDLE MOTOR

Bulletin JDBH-3250

Specifications P/N JDBH-3250

+ .000 
-.002 
2.750 DIA.

MAX.
t-,925- 

MAX.

±.03 
2.25 DIA.

±.001 
-.250
t.02

Characteristics
Rated Voltage
No Load Speed
Torque Sensitivity

Back EMF
Phase Resistance
Motor Constant
Rotor Inertia
Weight
No. of Poles
Winding

units
Volts
R.P.M.
Oz.-ln./Amp.
Volts/Rad./Sec.
Ohms
Oz.-ln./ V Watts
Cfe-ln. Sec.'
Oz.

-2
12

4700

3.4

.024

2.1

2.3

.003

8

8 (Ceramic *8)
3 phase, Wye connected

Performance at Room Ambient

t
I +.000 

_t - .001
H + .000 1f75 DIA- 2.06 OIA. 

L-.002 
.250DIA.I

DESCRIPTION
The Clifton JDBH-3250 series Is a low-cost 
brushless DC spindle drive for 5'/4 inch 
Winchester memory disks. It features light 
weight, compact size and low profile with a 
choice of hubs for one, two, or three disks. 
Non-repetitive shaft runout is under 100 
millionths and magnetic liquid seals 
are standard.

.161 DIA. HOLE, 3 PLACES 
EQUALLY SPACED ON A 
3.000 DIA. B.S.C.

«6-32 UNC-2B x .25 MIN. DP. 
4 PLACES EQUALLY SPACED 
ON A 1.250 DIA. B.S.C.

The JDBH motor uses eight ceramic 
magnet poles and a unique three-phase 
fractional slot armature winding for 
improved efficiency and high accelerating 
torque. The unit includes three Hall-effect 
devices for use in DTL, RTL, TTL, or MOS 
commutation logic circuits. Windings 
and hub configuration can be modified 
to suit individual requirements.

CLIFTON PRECISION* 
Marple at Broadway 
Clifton Heights, PA 19018 
(215)622-1000 
TWX 510-669-9782

COPYRIGHTO 1981. CLIFTON PRECISION, LITTON SYSTEMS. INC. PRINTED IN U.S.I
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STATEMENT 

of the

COLUMBUS FOUNDRIES, INC.

To The
SUBCOMMITTEE ON INTERNATIONAL TRADE 

COMMITTEE ON FINANCE 
UNITED.STATES SENATE

IN SUPPORT OF S. 1808 

October 25, 1983

This statement in support of S. 1808 is offered by 

Columbus Foundries, Inc., of Columbus, Georgia. The 

statement was prepared by Sam Eskew, Sales and Marketing, 

Columbus Standard, Inc., Water Works Equipment Division   

a subsidiary of Columbus Foundries, Inc.

Columbus Foundries is an international corporation 

headquartered in Columbus with operations in Virginia, 

England and Germany. We provide ductile iron castings to 

a variety of industries including automotive, agricultural, 

heavy equipment, construction, water works and utilities. 

Columbus Standard produces and sells certain pipe fittings 

which are influenced by S. 1808.
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Statement of the Columbus Foundries, Inc. 
Page 2__________________________

Cast fittings from Columbus Standard are used in 

water treatment and distribution, in fire protection systems, 

in industrial plants, and in gas and petroleum pipelines. 

All applications require a high degree of product reliabi 

lity.

End users of our products are private companies, local 

governments and utilities, private utilities, and land 

developers. Over the past few years, many of these people 

have expressed a concern over the prevalence of imported 

pipe and pipe fittings and a strong desire to buy only pipe 

and pipe fittings made in the U.S.A.

Their reasons for wanting to buy American made pipe 

and pipe fittings are numerous. Some feel the American 

made products have value added because they provide jobs 

for fellow American citizens and tax revenue for the govern 

ment. Some simply feel it is patriotic to buy American. In 

our estimation, the most important reasons for buying 

American pipe and pipe fittings are quality assurance and 

traceability.

These products are used, as previously mentioned in 

applications where potential loss of life or property is 

tremendous should a failure occur. A failed fire protection 

system   a ruptured natural gas line   a burst watermain   

these possibilities demand that a manufacturer be available 

to stand by its products.
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Since nearly all piping products are sold through 

distributors and agents, it is possible, for example, for 

a city water board to contract with a local supplier for 

what they believe are American made goods only to have 

imported un-marked castings delivered into their stock. 

Then, should a failure occur, they would not know in which 

country the product was made   much less the name of the 

manufacturer. Assessment of product liability is practically 

impossible.

The fact that iron and steel pipe and pipe fittings 

are exempted from the normal requirements for country-of- 

origin markings is unnecessary and unjustified. The history 

of the "J" list, which is the list of products exempted from 

markings, is obscured by time. It was established in the 

1930's as part of the Tariff Act and has stood unchanged 

ever since. Of all the 100 odd items on the "J" list, pipe 

and pipe fittings are unique. The others are either diffi 

cult or impossible to mark due to their size or material 

nature. Iron and steel pipe and pipe fittings are both 

easily and cheaply marked. Actually, there is an exception 

to the exception, because iron soil pipe is not exempted and 

must be marked. The purpose behind the inclusion of these 

products on the "J" list is something at which we can only 

guess.
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On the other hand, the reasons for requiring markings 

are good ones: to permit an informed decision by American 

users, and to provide traceability in the event of failure. 

The General Agreement on Tariffs and Trade provides for 

country-of-origin markings for these very reasons. It 

cannot be claimed that this is an unusual requirement that 

would cause our trading partners to react negatively. In 

fact, to remove steel and iron pipe and pipe fittings from 

the "J" list will work a hardship on no one while providing 

a service to the many Americans who now find it frustrating 

that they don't know exactly what they are buying or using, 

or who have problems with product failures.

Naturally Columbus Standard and other American pipe or 

pipe fittings manufacturers stand to benefit from the passage 

of S. 1808. However, our self interest does not detract 

from the arguments offered in the public interest. Some 

people have accused this legislation   both in S. 1808 and 

H.R. 1986   of being protectionist. Nothing could be further 

from the truth.

The cast metals industries of the United States are 

suffering from unfair trade practices such as dumping, 

unrealistic financing, and government subsidies, and thus 

do need help from the Congress. However, S. 1808 does not 

even attempt to address these issues and should not be branded 

as a protectionist trade bill.
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As an international corporation, we at Columbus 

Foundries promote international trade and wish to do nothing 

to harm the development of the poorer nations of the world. 

In the case of S. 1808 we have merely the correction of 

an apparent oversight, existing since the 1930's, that has, 

perhaps innocently, permitted abuse of this country's open 

door trade policy.

I urge you to favorably consider S. 1808.
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October 27, 1983

The Honorable John C. Danforth, Chairman 
Subcommittee on International Trade 
SD-221 U.S. Senate

Re: Section 211A - H.R. 3398 (S.1977), S.722

Dear Senator Danforth:

In their testimony before the International Trade Subcommittee 
on October 21, 1983, the Huffy Corporation raised the issue of its 
"compromise proposal." We ask that the Subcommittee include this 
letter in the record as rebuttal.

Huffy Corporation stated that it has made a compromise proposal 
in the form of "a limitation on the use of the subzone to eliminate 
any incentive for Huffy to increase its bicycle parts imports." They 
further stated that "some bicycle parts producers support this 
compromise proposal."

any incentive for Huffy to increase its bicycle parts imports." They further stated that "~~— u:~.._i_ —*„ —->..__ 
compromise proposal."

The Cycle Parts and Accessories Association is composed of the 
leading domestic producers of bicycle components, with 26 members 
located in 12 states (California, Connecticut, Florida, Illinois, Indiana, 
Kentucky, New York, Ohio, Oregon, Pennsylvania, Tennessee and 
Wisconsin.) We are aware of no bicycle component manufacturer who 
supports the Huffy proposal.

Attached as Exhibit A is a duplicate, originally signed copy of a 
letter dated July §, 1983 from the CPAA President to counsel for 
Huffy clearly stating our membership's unanimous rejection of the 
proposal. If any parts manufacturer in fact supports the Huffy 
proposal, we feel confident that such support is either based on a lack 
of understanding or on a fear of losing Huffy's patronage. Please 
remember, Huffy is our members' largest customer, actual or 
potential. It is very difficult for our members to oppose Huffy and we 
would not do so if we had any choice. Indeed, our desire to reach a 
reasonable compromise is the basic reason why the bills before your 
Subcommittee will allow Huffy full benefits of foreign trade subzone 
status for exports, a stated goal of the Huffy subzone application.

C. PA.A.—Ynur Partners in Bike Prowess
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The Honorable John C. Danforth, Chairman 
October 27, 1983 
Page 2

Our members rejected the Huffy proposal because:

(1) It is unenforceable;

(2) It creates a disincentive for Huffy to purchase its parts 
domestically;

(3) It would allow Huffy to double its parts imports and yet 
pay less tariff than they presently pay.

(4) The proposal is open to manipulation, through timing of 
entry of dutiable versus duty-free parts;

(5) It creates a Damocles sword which Huffy can hang over 
the heads of individual parts manufacturers by threatening 
to source products abroad; and

(6) It will undermine the competitive position of the rest of 
the domestic bicycle industry.

That Huffy feels compelled to show some desire to compromise 
even though that compromise is only symbolic, as explained above, 
demonstrates that Huffy recognizes that their foreign trade subzone 
will cause grievous injury to the domestic parts producers. Please, do 
not let that injury occur. We urge you to report S.722 or section 211 
(a) of H.R. 3398 (Senate Companion Bill S.1977) favorably.

Sincerely yours,

Xlohn Auerbach 
I Executive Director

JA:afh
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STATEMENT IN OPPOSITION TO S.1636
BEFORE THE SUBCOMMITTEE ON INTERNATIONAL TRADE

SENATE FINANCE COMMITTEE

SUBMITTED BY NATHAN HAYWARD, III
DIRECTOR, DELAWARE DEVELOPMENT OFFICE
ON BEHALF OF THE STATE OF DELAWARE

October 31, 1983
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MR. CHAIRMAN AND MEMBERS OF-THE SUBCOMMITTEE:

This statement is submitted on behalf of the State of 

Delaware, which strongly opposes S.1636 and any other special 

interest legislation introduced before Congress to circumvent 

the purpose and function of Foreign Trade Zones. Essentially, 

S.1636 will remove incentives to manufacture single strength 

orange juice from frozen concentrate in a Foreign Trade Zone.

The State of Delaware is presently awaiting approval of its 

application from the Foreign Trade Zone Board to establish a 

Foreign Trade- Zone. The submission of this application 

resulted from the willingness of several U.S. manufacturers to 

set up operations within a Foreign Trade Zone located in 

Delaware. Simply, Delaware views the implementation of its 

Foreign Trade zone as a critical element in its long-term plan 

to reverse the recent trends of declining manufacturing 

employment in the State.

During the past decade, Delaware has experienced a dramatic 

shift away from blue collar to white collar jobs. This shift 

resulted in the loss of 3,252 skilled and semiskilled jobs in 

the State's largest County between 1970 and 1980 a staggering 

20 percent decline. Designation of the Foreign Trade Zone will 

help to reverse these trends through the establishment within 

the Zone of manufacturing facilities which utilize significant 

amounts of foreign merchandise in their production operations.

Delaware is .extremely concerned that the value of its 

Foreign Trade Zone as a vitally important economic development 

tool will be seriously eroded over time by the passage of 

special interest legislation such as S.1636. The real job
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creation potential of a Foreign Trade Zone is realized with the 

establishment of- manufacturing operations. Special interest 

initiatives such as S.1636 can step-by-step destroy the ability 

of a Foreign Trade Zone to attract manufacturing firms. 

Perhaps more seriously, passage of these initiatives creates a 

chilling effect on the Foreign Trade Zone program. They 

discourage companies from making major investments in plant and 

equipment in Foreign Trade Zones because there is no certainty 

that operations permissible today will be permissible in the 

future.

Although passage of S.1636 will not prohibit the ability of 

firms to manufacture single strength orange juice from frozen 

concentrate in a Foreign Trade Zone, it will effectively 

eliminate any economic incentive to do so. The legislation 

proposes to amend the present tariff schedules by changing the 

rate of duty assessed on single strength orange juice processed 

from frozen concentrate from 20 cents per gallon to 35 cents 

per gallon. These rates were established as part of tariff 

concessions negotiated by the United States with its trading 

partners. As long as the tariff differential exists, 

manufacturers can justify the capital investment required to 

build and operate a physical plant in a Foreign Trade Zone at 

locations near their markets because these investments can be 

recovered through the payment of a lower tariff on the product 

withdrawn from the Zone. The sole intent of this legislation 

is to discourage the establishment of plants at locations in 

Foreign Trade zones in the northeast and other regions of the 

country.
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  Not" only will S.1636 undermine the credibility of the 

Foreign Trade Zone Program and inhibit.the ability of Delaware 

and other states to attract orange juice processing facilities, 

it also adds an unnecessary additional tariff protection for an 

industry that is already one of the most protected in the 

United States. The present duty on frozen concentrated orange 

juice is 35 cents per single strength gallon. This amounts to 

an ad valorem tariff under the current prices of between 40 and 

45 percent. The duty rate for frozen concentrated orange juice 

compares with the duty rate per gallon of 10 cents for lime 

juice, 5 cents for pineapple concentrate, 3.8 cents for prune 

juice, no duty for apple and pear juice. The 20 cents per 

gallon duty rate assessed on single strength juice from 

concentrate is still one of highest rates assessed against any 

imported fruit juices.

Failure t<? pass S.1636 will not encourage additional 

imports of frozen concentrated orange juice, nor will it result 

in suppressing the price that the orange grower receives for 

his box of oranges. However, passage of S.1636 will insure the 

continued flow of imported frozen concentrated orange juice 

through Florida where most of the processing plants are now 

located. Not only is it profitable to have the juice flowing 

through Florida ports, but the State also profits by imposing 

an import tax on frozen concentrated orange juice in order 

"equalize" the exise tax paid by processors on local fruit. 

Last year, the State tax on imported frqzen concentrated orange 

juice represented receipts by the Florida Citrus Commission of 

approximately $9 million.
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The sponsors of S.1636 argue that the present tariff 

schedule suppresses the price of "normal U.S. production." If 

price suppression does occur due to operations within Foreign 

Trade Zones, protection is already provided under Foreign Trade 

Zone regulations. 15 CFR, Section 400.807 provides that the 

Foreign Trade Zone Board may order the exclusion from the Zone 

of any goods or process of treatment that in its judgment is 

detrimental to the public interest. If a domestic group has a 

complaint that it is being harmed by operations in a Foreign 

Trade Zone, it can raise that complaint with the Foreign Trade 

Zone Board. Congress should not legislate changes in 

internationally negotiated tariff rates when the remedy for a 

problem already exists.

Furthermore, Congress should not make piecemeal changes 

which affect the Foreign Trade Zone program at this time. 

Since, at the request of Congress, the International Trade 

Commission and the General Accounting Office are now conducting 

studies of the Foreign Trade Zone Program. The results of 

these studies should be reviewed prior to the enactment of 

legislation that effectively-changes the program.

The State of Delaware opposes S.1636 and other special 

interest legislation which undermines the purpose of the 

Foreign Trade Zone program. We urge the Committee to recommend 

against passage of the legislation.
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Before Hie
SUBCOMMITTEE ON INTERNATIONAL TRADE

of the 
SENATE COMMITTEE ON FINANCE

In the Matter of )
Hearings on ) S. 1518;
Miscellaneous Tariff Bills ) Tubeless Tire Valves
October 21, 1983 ) (Duty Increase)

STATEMENT IN OPPOSITION 
TO S. 1518

EHA Ventilfabrik 
Wilhelm Fritz KG 
Postfach 1261 
Muehlheim (Main) 
WEST GERMANY

BARNES, RICHARDSON & COL BURN 
1819 H Street, N.W. 
Washington, D.C. 20006 
Tel: (202) 457-0300

Gunter von Conrad 
Of Counsel

October 21, 1983

Prepared for EHA Ventilfabrik Wilhelm Fritz KG of Muehlheim (Main) 
West Germany by Barnes, Richardson & Colburn, Washington, D.C. 20006 
& N.Y.C. 10016, a registered foreign agent under the Foreign Agents 
Registration Act. This statement and the Registration Statement of 
Barnes, Richardson & Colburn are on file with and may be inspected 
at the U.S. Department of Justice, Washington D.C. Registration under 
the Act does not indicate endorsement by the U.S. Government.
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Before The 
SUBCOMMITTEE ON INTERNATIONAL TRADE

Of the 
SENATE COMMITTEE ON FINANCE

In the Matter of 
Bearings on
Miscellaneous Tariff Bills 
October 21, 1983

S. 1518;
Tubeless Tire Valves
(Duty Increase)

STATEMENT IN OPPOSITION 
TO S. 1518

INTRODUCTION

This statement is submitted by counsel on behalf of EHA 

Ventilfabrik Wilhelm Fritz KG, Postfach 1261, 6052 Muehlheim (Main) 

West Germany (EHA) pursuant to the notice published by the Senate 

Finance Subcommittee on International Trade under date of October 

7, 1983 (Press Release No. 83-189).! EHA respectfully opposes 

enactment of S. 1518, a bill to increase the duties on tubeless tire 

valves.

I/Appropriate registrations of counsel are on file with 
the clerks of the House and Senate under the Lobbying Act, and with 
the Department of Justice under the Foreign Agents Registration Act 
of 1938, as amended.
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The Product and Its Market

Tubeless Tire Valve production is divided into two broad 

categories, "snap-in" valves and "clamp-in" valves.

Snap-in TTVs consist of a cylindrical brass tube into which 

is inserted a needle valve core designed (a) to permit the free flow 

of air when properly depressed, and (b) to prevent the escape of 

such air when returned to the original inert position. The entire 

structure is encased in welded rubber with a large bulbous knob at 

one end, the opposite end of the brass tube being exposed and machined 

to accommodate a screw-on plastic or metal cap; the purpose of the 

large flange or knob at one end is to ensure a sufficiently secure 

positioning so that the valve upon insertion into the tire rim will 

be capable of withstanding the necessary air pressure forces without 

"blowing out".

By contrast, clamp-in TTVs are comprised of two independent 

components which are joined to one another after placement in a motor 

vehicle wheel, such that the entire valve is "clamped" in place by 

a screw-on action. Valves of this type are generally required for 

heavy truck and equipment purposes, whereas the snap-in variety, 

described above, are used only in passenger vehicle and light truck 

applications.

For import identification purposes, tubeless tire valves 

are included in item 692.32 of the Tariff Schedules of the United 

States (TSUS), a residual "basket" category encompassing several 

types of motor-vehicle parts, and are dutiable at the following ad 

valorem rates applicable under the duty rate schedules which resulted
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from the Multilateral Trade Negotiations pursuant to the Irate Act 

of 1974 (P.L. 93-616, 19 USC 2101), and ratified under the Trade 

Agroasants Act of 1979 (P.L. 96-99, 19 DSC 2501):

TS» Item
1987 and 

1880 1981 1882 1983 1984 1985 1986 thereafter

Chassi*, batts* (inclufltas cabs), 
and part* of the tcreeping sotor 
vahiclw:

SU.M

,«*».»

Cart-iron (except aaUeable 
cost-ircn) pacts, not alloyed
•ad not advanced beyond clean 
ing, and aachined only foe 
tte roowl of fin», gntat,
•ynnn, and risen or to per-
•it looaUcn in f inUhing
•achinery ...................

Other:
lutcodbil* truck Uautoti, 
if taparted without their 
trailer! .................

tti.ll

89J.32

If CMOdien article (• 
headnota 2 of this 
•fcpart)..............

Qbacnline fueled ...

Otter .. 

Other

3.9% 3.8% 3.7% 3.6% 3.4% 3.3% 3.2% 3.1%*

•JO1 rotas are ad valorem.
Bxerpted from: »umnary of Trade and Tariff Information, Certain Motor-Vehicle 

Parts. USITC Pub. Ho. 841 (Aug. 1982)
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Tubeless tire valves are manufactured and assembled by seven 

establishments in the United States, and are imported from several 

countries including, at present, Nest Germany, Italy, Turkey, Japan 

and Romania. 2 The principal foreign supplier is EHA Ventilfabrik of 

West Germany, whose annual imports have accounted for approximately 

11 million units, representing about 7% of U.S. domestic consumption. 

The U.S. market for tubeless tire valve products consist! 

of automobile manufacturers (original equipment manufacturers « "OEM 

market") and wholesalers, distributors, jobbers, and retailers (the 

"aftermarket"). While American manufacturers sell to both the OKU 

market and the aftermarket, EHA's participation in the United States 

has been, and continues to be, limited to the aftermarket.

Import Investigations Regarding TTVs

During the past two decades some seven investigations have 

been brought against imports of tubeless tire valves by Nylo-Flex 

of Mobile, Alabama one of the smaller U.S. manufacturers. The first 

two charges against imports were dismissed by the U.S. Customs Bureau 

with records, if any, buried in the archives. There followed five 

cases of record since 1966.

  An investigation was instituted in 1966 under the 

Antidumping Act of 1921 against tubeless tire valves (TTVs) 

from Germany but was discontinued in 1967.3 EHA co««itted

VSource, USITC Staff Report: Tubeless Tire Valves, Report 
tot he President on Investigation Mo. TA-201-46, USITC Pub. 1296 
(Sept. 1982).

1/32 Ped. jteg_. 7293, Hay 16, 1967.
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itself to continue to pursue fair value pricing policies, 

a practice it has always followed, and a practice EHA 

scrupulously kept.

  Another antidumping investigation, for which 

records are, available was filed against imports from Italy 

in 1967 and ended in 1968 with a determination of sales 

at not less than fair value.*

  The next antidumping case involved tubeless tire 

valves from Canada. This investigation resulted in a 

determination of no injury by the U.S. Tariff Commission.

  A further antidumping investigation was triggered 

by a Nylo-Flex complaint against EHA in 1981. Again, Nylo- 

Flex's allegations were disproved by the DOC preliminary 

and final determination of no sales at less than fair 

value. 5

  The most recent investigation followed six months 

after the conclusion of the 1981 dumping case against EHA 

and was brought as an "escape clause" investigation under 

section 201 of the Trade Agreements Act of 1974, based on 

a petition by Nylo-Flex. In large measure, the allegations 

focused on imports from the principal supplier, EHA of 

West Germany.6 This investigation resulted in a 

determination by the U.S. International Trade Commission 

that tubeless tire valves are not being imported into the

4/33 Fed. Reg. 3652, Mar. 7, 1968.
5/46 Fed. Reg. 58133, Nov. 30, 1981.
6/Tubeless Tire Valves, TA-201-46 at A-9 (Sept. 1982).
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United states in such increased quantities as to be a

substantial cause of serious injury.

In summary, the allegations of Nylo-Flex that imports, 

especially those of EHA, were unfairly priced, unfairly competed, 

or injured the United States industry were consistently rejected by 

the appropriate U.S. government agencies who investigated these 

charges. .These allegations of Nylo-Flex, which were proven groundless 

in each case, have resulted in great cost and detriment to EHA, to 

the extent that the use of U.S. import relief statutes by Nylo-Flex 

must be considered an abuse, especially in light of the circumstance 

that investigations can be and have been initiated at little or no 

expense to Nylo-Flex while entailing substantial necessary costs for 

defense on the part of EHA. The introduction of the present legislative 

proposal, S. 1518, which referenced Nylo-Flex extensively, must 

therefore be considered a continuation of the attempts at harassing 

imports, especially EHA's products. As every investigative record 

demonstrates, there is no economic or U.S. legal justification for 

the imposition of increased tariffs.

S. 1518 Should Not Be Enacted

Upon introduction of S. 1518 it was suggested in the 

Congressional Record 127 Cong. Rec. S. 8916-18 (daily ed. June 22, 

1983) that imports of tubeless tire valves compete unfairly in the 

U.S. market. While proponents of S. 1518 are forced to admit that 

import prices "cannot, technically under existing law, be legally 

proven as having been dumped", there are statements about "importer-
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rigged prices" and that 'West Germany is by far the largest exporter 

of these valves to the U.S. market and the biggest culprit in this 

unfair pricing policy. ..." There is no basis or justification for 

these statements. As was brought out in the most recent U.S. 

International Trade Commission investigation in the context of the 

 escape clause" 7 , Nylo-Flex, the protagonist of unfair import 

allegations, was most severely affected by the fact that the large 

domestic producers of OEM-market valves had entered the "aftermarket" 

which Nylo-Flex serviced at a time when OEM sales fell off due to a 

decline in U.S. automobile production. Moreover, EHA prices have 

consistently been found to be fair, and the reason stated by many 

U.S. purchasers of valves indicated that they purchasedEHA's tubeless 

tire valves because of the recognized high quality of EHA's product 

and the desire to have multiple sources of supply, a prudent business 

technique.

The proposed duty increase to 15% ad valorem would raise 

the currently effective 3.6% ad valorem rate by more than 300%. In 

terms of the final rates negotiated under the "Tokyo Round" to take 

effect in 1987 and thereafter, the proposed 15% rate would constitute 

a near quintupling of duties. Such a rate will have a disastrous 

effect upon purchasers relying on quality tubeless tire valves from 

West Germany and would act as an effective exclusion of tire valves 

exported from Germany to the U.S. market.

7/Tubeless Tire Valves. TA-201-46, USITC Pub. 1286 (Sept. 
1982).
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Such a result would be contrary to every principle of trade 

policy which has been announced by the Congress and the U.S. Government 

under the Trade Act of 1974, the Trade Agreements Act of 1979, and 

which has served as the basis for multilateral trade negotiation!. 

America's trading partners would have instant rights to protest the 

proposed duty increase before the General Agreement on Tariff* and 

Trade; they could and undoubtedly would demand compensation, or would 

be entitled to take retaliatory action. At a time when the United 

States is going forward with much-needed programs for trade and 

export expansion, duty increase actions such as this and the negative 

results thereof are not in the best interest of the United States or 

of its industry.

While the tubeless tire valve industry in the universe 

of all manufactures and commodities in international trade is 

relatively modest in size, the proposed action would serve a« a 

signal to West Germany, and to the world, that the promise* of the 

United States made during trade negotiations are worthless and, 

worse, such action would serve to undermine the entire international 

trade position of the United States. The proffered legislation would 

invite particularly bitter reaction in light of the fact that there 

is on-the-record proof, in the most recent import investigation 

triggered by Nylo-Plex, that there is no justification for anti- 

import measures under .the "escape clause" of the General Agreement 

on Tariffs and Trade.
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S. 1518 Would Have Detrimental 
Effects But No Beneficial Effects

S. 1518 proposes to provide a special "breakout" for 

tubeless tire valves from the "basket" category of automobile parts 

in which TTVs are now classified. Such a breakout would cause a 

substantial administrative burden on various Departments of the 

United States Government and on industry insofar as it will require 

the review, compilation, and reporting of commercial and inter 

national trade documents, invoices, and statistics. On the other 

hand, while the impact of the proposed duty rate would be signigicant 

for importers, effectively embargoing most imports from industrial 

countries such as Germany, the revenue effects would be negligible 

or possibly negative if importations decline substantially or cease. 

Moreover, the effect on American consumers, particularly those in 

the aftermarket, that is, individual automobile owners and their 

repairmen, would be to increase the costs or to impair the competitive 

availability of quality tubeless tire valves.

The United States industry, especially the manufacturers 

who sell to both the OEM market and the aftermarket, controls an 

overwhelming portion, (90%) of the U.S. market. With such market 

dominance, it is difficult to accept the proposition that the U.S. 

tubeless tire valve industry is about to relinquish its position or 

disappear from the market. It is known that some companies have made 

substantial capital investments in the TTV producing areas and they 

are effective competitors in both the American market and, through
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their foreign subsidiaries including affiliates in England and 

Germany, in international markets.

Summary

There is no economic, legal, or policy basis which justifies 

an increase in duties on tubeless tire valves to 15% ad valorem, or 

an abrogation of international commitments made by the United States 

during trade negotiations in which the U.S. made binding commitments 

for duty reductions, and received quid-pro-quo international trade 

concessions.

For foregoing reasons, S. 1518 should not be enacted. It 

is respectfully urged that the Subcommittee on International Trade 

of the Senate Committee on Finance report unfavorably on this proposal 

to the full Senate Committee on Finance.

Respectfully Submitted, 

BARNES, RICHARDSON & COLBURN

By

Counsel for EHA Ventifabrik

BARNES, RICHARDSON & COLBURN 
1819 H Street, N.W. 
Washington, D.C. 20006 
Tel: (202) 457-0300

Gunter von Conrad 
Of Counsel

October 21, 1983

28-805 0-84-26
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This statement is submitted on behalf of Florida Citrus 

Mutual ("FCH"), Lakeland, Florida, in response to the invitation for 

comments of the Subcommittee on International Trade, concerning 

miscellaneous tariff bills (Press Release No. 83-172). FCM strongly- 

supports, and requests that the Subcommittee and the full Committee 

report favorably on S. 1636, a bill to provide for fair and equitable 

tariff classification of certain citrus products, and to close a 

 loophole* in tariff classification of imported citrus juice, which 

may cause serious damage to the United States citrus industry.

Florida Citrus Mutual is a cooperative association of 

citrus growers and processors, which represents more than 90 percent 

of the orange, grapefruit, and other citrus growers of Florida. The 

citrus industry is an extremely important segment of Florida's 

economy, accounting for over 30 percent of the $4 billion of Florida 

farm-gate receipts in 1981. There are an estimated 16,000 citrus 

producers in Florida, representing almost 20 percent of the 85,000- 

plus people directly employed in the Florida citrus industry in jobs 

ranging from harvesting to research.

Orange juice is presently imported into the United States 

under one of two tariff items:

(1) Item 165.30, Tariff Schedules of the United States: 
Not concentrated citrus fruit juice," other than lime, 
not mixed and not containing over 1.0 percent of ethyl 
alcohol by volume, dutiable at a rate of 20 cents per 
gallon; and
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(2) Item 165.3540, Tariff Schedules of the United States: 
Concentrated orange juice, not mixed and not containing 
over 1.0 percent of ethyl alcohol by volume, dutiable 
at a rate of 35 cents per gallon.

Pursuant to headnotes to Subpart A, Part 12, Schedule 1 of the Tariff 

Schedules of the United States: "any juice having a degree of 

concentration of less than 1.5 (as determined before correction to 

the nearest 0.5 degree) shall be regarded as a natural, unconcentrated 

juice." (See Attachment 1.) Consequently, any imported orange juice 

having a degree of concentration of less than 1.5 (or 17.3  BrixA 

at the time of entry may be imported as a not concentrated citrus 

juice, dutiable at 20 cents per gallon, while imported juice with a 

degree of concentration of 1.5 or greater (higher than 17.3  Brix) 

at the time of entry is classifiable as a concentrate and is dutiable 

at 35 cents per gallon.

S. 1636 will correct an inequitable development in tariff 

classification which has resulted from manipulation of imported 

orange juice concentrate in circumvention of the intended 

classification and duty rate applicable to concentrated orange juice. 

For many years there has been international trade in fresh orange

^/"Degrees Brix" is a standard measure which represents 
the refractometric sucrose value of the juice, and reflects the 
amount of solids contained in the juice. Pursuant to Headnote 3(b) 
to Subpart A, Part 12, Schedule 1, TSUS, the Secretary of the Treasury 
is to determine "from time to time" the average Brix value of like 
natural unconcentrated juice in the trade and commerce of the United 
States. Currently, the average value for natural unconcentrated 
orange juice has been determined to be 11.8  Brix which, after 
correction to the nearest 0.5 degree of concentration, may be rated 
as high as 17.3  Brix to be considered unconcentrated (see Attachment 
2).
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juice, and more recently a growing volume.of United States imports 

of concentrated product. Orderly-marketing practices in the United 

States have now been negatively affected by certain enterprising 

processors who have identified the above-referenced "loophole" in 

the Tariff Schedules of the United States, as amended. At the present 

time, importations of highly concentrated (65  Brix) orange juice 

are brought into U.S. Foreign Trade Zones (FTZs) for processing by 

blending and the addition of water, resulting in a reconstituted 

orange juice product (less than 17.3  Brix) .which, upon withdrawal 

or entry into the U.S. Customs territory, is dutiable at 20 cents 

per gallon or less, 2 depending upon the tariff classification applied, 

rather than the 35 cents per gallon rate applicable to imported 

concentrates. There also have been efforts to use Customs bonded 

warehouses in a similar manner. Disputes involving processing in 

FTZs and Customs warehouses are currently under review at 

Headquarters, U.S. Customs Service. In addition to the foregoing, 

there are indications that concentrate may also be brought into 

Canada where there is no domestic citrus industry, and transformed 

at the border (adjacent to major U.S. marketing areas) into 

reconstituted products also entering the commerce of the U.S.A. at 

the lower rate of duty. Similar border operations exist in Mexico

2/If the level of concentration is less than the solids 
content of natural juice (11. 8  Brix), the product may be classifiable 
as "fruit drink", rather than fruit juice, and is provided for under 
other provisions of the Tariff Schedules.
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along the States of Texas, Arizona and California, other citrus- 

producing states.

The sale of reconstituted product subject to substantially 

lower duties has a severe price-suppressing effect in normal D.S. 

marketing channels. It must be stressed that the principal foreign 

suppliers of frozen concentrated orange juice to the United States 

follow usual procedures and enter the concentrated product at 35 

cents per gallon and, as far as FCM is able to ascertain, do not 

engage in the above practices. However, the low value-added 

manipulation of the concentrated product to produce reconstituted 

juice and circumvent the intended classification for concentrate 

yields a large, inequitable duty savings in a highly price-sensitive 

market. The import sensitivitiy of the citrus industry was recently 

re-affirmed in a countervailing duty determination of the U.S. 

International Trade Commission, which found on July 11, 1983, that 

the domestic industry is threatened with material injury by reason 

of subsidized imports of frozen concentrated orange juice from 

Brazil.3 In addition, the Trade Policy Staff Committee, chaired by 

the Office of the U.S. Trade Representative, has consistently declined 

to review petitions to add orange juice to the list of products 

eligible to receive duty-free treatment when imported from 

beneficiary developing countries under the Generalized System of

3/Frozen Concentrated Orange Juice from Brazil, USITC Inv. 
No. 701-TA-184 (Final), Pub. No. 1406 (July 1983). The determination 
left in effect a suspension agreement whereby the Government of 
Brazil has agreed to impose an export tax to offset the amount of 
net subsidies received by Brazilian concentrated orange juice 
exporters. The current Brazilian export tax is 3.5 percent ad valorem, 
pursuant to a determination of the U.S. Department of Commerce.
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freference*, 19 O.t.C. S2461 et »eq. These actions accentuate the 

sensitivity of the U.t. citrus . industry and its vulnerability to 

disruptive s»rket effects such as those which result from the 

unintended duty savings yielded by this tariff classification 

"loophole.*

M e result of the foregoing, amendment to 19 U.S.c. §1202 

is necessary to correct anooalous Customs treatment of increasing 

importations into the United States of orange juice concentrate 

products classified as "not concentrated" .citrus juice under TSUS 

ite» 165.30f dutiable at 20 cents per gallon. The new provisions, 

as set forth in 8. 1636, will reaffirm the intention of Congress 

that the lower rate of duty provided for in current TSUS item 165.30 

is limited to fresh, natural orang« juice, and orange juice with a 

level of concentration under 17.3  Brix (i.e., a degree of 

concentration of 1.5), rather than concentrated orange juice and 

reconstituted derivatives .thereof. The amendment insures the 

integrity of the Tariff Schedules by providing for concentrates and 

their derivatives at the 35 cents per gallon rate of duty provided 

for in TSUS item 165.35.

The United States, under auspices of the General Agreement 

on Tariffs and Trade (CATT), has granted tariff concessions on "not 

concentrated" orange juice (item 165.30) under the assumption that 

this provision applies mainly to. fresh, natural juice. However, since 

1981, it has become increasingly apparent that imported orange juice 

in reconstituted forms has been classified as the equivalent of
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natural orange juice, thus taking advantage of lower U.S. tariff 

treatment for which no reciprocal concessions were received. This 

practice is contrary to Congressional intention to separately 

classify natural or single strength orange juices as a "not - 

concentrated" product under item 165.30 at the specific rate of 20 

cents per gallon, and to classify orange juice made from concentrate 

under item 165.35 at a specific rate of 35 cents per gallon.

The amendment will create a separate classification for 

unconcentrated orange juice, under TSUS item 165.27. This would not 

include juice made from a concentrated product with a degree of 

concentration of 1.5 or greater (as determined before correction to 

the nearest 0.5 degree). The result would be that orange juice 

imported as "not concentrated" would include only orange juice in 

its natural form, which is within the concentration tolerance set 

forth in headnote 4 for "natural unconcentrated juice." Imported 

orange juice which was made from a concentrate with a degree of 

concentration of 1.5 or greater (i.e., approximately 17.3  Brix) 

would be classified as "other", under new TSOS item 165.29, as would 

imports of concentrated orange juice.

The proposal in S. 1636 will not affect the classification 

and the duty status of any other fruit juices classified under Part 

12 and Subpart A. It will not modify application of Headnotes 1 to 5 

in Subpart A of Part 12, as to any non-citrus products. Further, 

implementation of this amendment will not affect the current tariff
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classification and present rates of duty applied to other imported 

citrus juice concentrate or fresh natural citrus juice of any kind. 

Accordingly, it is believed that enactment of the proposed new tariff 

items will have no effect on commercial balances of trade in citrus 

products and will therefore not require compensation payments to the 

trading partners of the United States.

FCM does not hereby suggest the necessity of protective 

provisions in an attempt to restrict trade in citrus juice. Nor does 

FCM suggest that tariffs should be increased. On the contrary, the 

domestic industry has historically committed substantial resources 

to worldwide market development for citrus juices, and this commitment 

has benefitted our trading "partners as well as the United States 

industry. However, opportunistic manipulation of U.S. tariff 

classification provisions threatens to introduce increasingly 

disruptive influences into a highly sensitive market. The current 

tariff structure has functioned well, until recently, in assuring 

the availability of adequate supplies of orange juice for U.S. 

consumers from both domestic and import sources. The proposed 

amendment to the Tariff Schedules as set forth in S. 1636 is essential 

to close an anomalous classification loophole and reiterate the 

intent of Congress that concentrated juice, whether or not 

reconstituted, be classified under the appropriate provision.
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For the foregoing reasons, Florida Citrus Mutual requests 

that the Subcommittee on International Trade and the Committee on 

Finance report favorably to the United States Senate on S. 1636.

Respectfully submitted, 

FLORIDA CITRUS MUTUAL

BARNES, RICHARDSON & COLBURN 
475 Park Avenue South 
New York, NY 10016 

J  . and
18T9 H Street, NW 
Washington, D.C. 20006

James H. Lundquist
Matthew T. McGrath

MAGUIRE, VOORHIS & WELLS 
Two South Orange Plaza 
P.O. Box 633 
Orlando, FL 32802

Raymer F. Maguire, Jr.

September 9, 1983

Bobby 0. McKown 
Executive Vice President
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15,1.82-151.101 TrUe 19—Customs Duties

Brix

1202), shall show the following detailed Information in ad- 3. Tariff Schedules of the United States (19 U.S.C. 1202). 
drtion to other required information: and will be, used in determining the dutiable Quantity of

(a) One of the following statements regarding each lot' imports of concentrated fruit juices, using the procedure 
of cotton covered by the invoice: , tet forth in headnole 4 of part 12A: [TO 7*^i.J

(1) This is harsh or rough cotton under 3/4 inch in sta 
ple length;

(2) The staple length, of this cotton is under 11/8 
inches. (This statement is not to be used rf subparagraph 
(1) of this paragraph is applicable);

(3) The staple length of this cotton is 1 1/8 inches or 
more and under 1 3/8 inches; Kinaeitmttjuic*

(4) This cotton is harsh or rough cotton (other than cot- App*e.,-....._.............™..-.-.'........_.._..™....~.^..-..—. 13J
ton of perished staple, grabbots. and cotton pickings), AoricoL.............,.............v.™....-...............™.......-...-.. w.3
white in color, and has a staple length of 1 5/32 inches or !UBerry (Wtoniaberry, vrecinium Myrtiiiium).........,. i3.4
more and under 1 3/8 .inches; Biack^imam......,..........™........-.........^.-.........-.-. 15.0

(5) The staple length of this cotton is 1 3/8 inches or 
more and under 1 11/16 inches; or Biueberr _

(6) The staple length of this cotton is 1 11/16 inches or ^.y^^tJ^^T''^-------''''':----''''''''"'"''''"'"""!!- lO^O
more. Carob ......_...........,..........*;.....,..............,._....;.......__. 40.0

(b) The name of the country of origin, and, if practice- Ch«rry............................™.....................................-... 14 j
ble, the name of the province or other subdivision of the Crabappi* ........._,....................._._......,...............„.__. . 15.4
country of origin in which the cotton was grown. Cranberry........*^.......-..................................™.........-. 10.5

(c) The variety of the cotton, such es Karnak, Gisha, Daie...................i...-..................-...............................™.. 18.5
Pima. Tanguis. etc. (Sec. 481. 46 Stat. 719; 19 U.S.C. Dewberry....................................................................... 10.0

g 151.83 Method of sampling. Gooseberry........................................™....,................... fl.3
For determining the staple length of any lot of cotton Grape (Vitis Viniiera).................................................... 16.0

for any Customs purposes, samples of the lot shall be {>rapefs!'Pskin vanet.es)............................................ 16.0
taken in accordance with commercial practice. Grapetrurt...................................................................... 10.2

	Guava—._...................-.................................................. 7.7
§ 151.84 Determination of slaple length. t«mon ......................................................................... 8.9

The district director shall have one or more samples of Lime............................................................................... 10.0
each sampled bale of cotton stapled by a qualified Cus- Loganberry................................................................... 10.5
toms officer, or a qualified employee of the Department'of ^t^jo,.^........................................................................ w.o
Agriculture designated by the Commissioner of Customs oranoe """"""""""""""""""""""""""""""""""""" 11 'g
for the purpose, and shall promptly mail the importer a Papaya """""""""""" ""™"""", i™""""""""""""""" IQ^

notice of the results determined. Passion Frurt......!!......................................................... * 15.3
§ 151.85 Importer's request for redetermination. P«ch................,...................................™..................... 11.8

I* the importer is dissatisfied with the district director's pineapple -————•——-••—————•—•—————•—• ^-^
determination, he may file with the district director, within ' p|um ......_^''''1'^'^!!!!Z^"^Z!!^!!^^!!!!!!!Z"Z 14.3
1< calendar days after the mailing of the notice, a written Pomegranate............................................................. 1B.2
request in duplicate for a redetermination of the staple Prune.....-..............,..-..:..............................-............... ifi.5
length. Each such request shall include a statement of Ouine«......................-.....™......-..-....~._.............._.. 13.3
the claimed staple length for the cotton in question and a R««sin.....................................................,.................._.. 18.5
clear statement of the basis for the claim. The request Raspberry (Red raspberry)......................,.................. 10.5
shall be granted if it appears to the district director to be Red currant.................................................................. 10.5
mads in good faith. In making the redetermination of sta- *»>™P (^anabana, Annono Muncata).................. 16.0
pie length, the district director may obtain an opinion of a Tamarind^ """"""""""""""""""""""""""""""""" ^'Q
5oard of cotton examiners from the U.S. Department of Tangerine —.—.......——-.............-—.-...—-.. ^-^

Agriculture, if he deems such action advisable. AH ex- Youn8berry^"I!"!!!!...........!!!!!................!!...........IZ! 10.0
senses occasioned by any redetermination of staple 
length, exclusive of the compensation of Customs offi- 
c&rs. shall be reimbursed to the Government by the im-
portar Subpart H—Flat Glass

<5uhnart G—Fruit Juices * 151 ' 101 Weighing of flat glass.
suopan u rruii JUICK;. Jhe ne, weignj 0, t , s. g i ass 0u,iBb i e O n a weight basis

S 151.91 Brix values of unconcentraled natural fruit under schedule 5, part 36. Tariff Schedules of the United
juices. S:e:es (19 U.S.C. 1202), shall be ascertained by the dis-

The following values have been determined to be the trie; director in accordance with § 151.102 or f 151,103
ivsrsoe Brix values of unconcentrated natural fruit juices whenever he is not satisfied with the accuracy of the
ID ihVtraie snC commerce of the United States, for pur- weights shown on the invoice or packing list, and in any
Dises of the provisions of schedule 1. part 12A, headnole event from time to time on E spot-check basis.
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HOWARD J, HENKE, EXECUTIVE DIRECTOR CABLE: INTMDOCUH. NEWYORK

October 20, 1983

Senator John C. Danforth
United States Senate
Committee on Finance
Subcommittee on International Trade
SD-219 Dirksen Senate Office Building
Washington, D.C. 20510

Re: Press Release 83-172

1. H.R. 3398
p. Section 201 (S.1430, S.1443)

Dear Senator Danforth:

Under date of August 31, 1983, we wrote to you.con 

cerning our support for Section 201 (S.1430 thereunder) 

of H.R. 3398, which "would amend section 313 (j) of the 

Tariff Act of 1930[which relates to same condition 

drawback]to provide certain technical changes and to 

provide specifically that packaging materials imported 

for use in performing incidental operations are eligible 

for same condition drawback". As we advised, S.1443 

appears to be an incomplete version of S.1430 and as 

written would have no effect.

In our letter we also expressed our understanding that 

amendments may be offered to prevent misuse cS6 the sub 

stitution privilege for same condition drawback purposes 

and to ins.ure that the legislation accomplishes the 

legislative intent. We offered to assist in the develop 

ment of language to achieve these ends.
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In furtherance of these objectives, we therefore respectfully sub 

mit the attached proposed amendments to lines 1,2 and 3 on page 2 of S..J.430 

under Section 201 of H.R. 3398.

The explanation for these proposed amendments is as follows: 

Page 2, lines A, 2 and 31 The proposed new language is intended to 

respond to possible objections to the legislation in its original form. 

These concerns, as we understand them, are:

1. The term "same kind and quality" could be deemed to be so broad 

that it might be subject to possible dispute between the Customs Service 

and claimants.

2. Claims by persons who never had the imported goods in their 

possession could be possible under the present language of the bill.

It is believed that the use of the term "commercially identical" 

(which would in itself require fungibility) speaks better to the intent 

of the legislation and.should simplify the role of the Customs Service 

in administering the provisions of the statute.

Requiring possession of the imported merchandise by the drawback 

claimant prior to the export of the "commercially identical0 goods would 

eliminate the possibility of an importer cooperating with another party, 

who was an exporter but who never had possesion of the imported merchan 

dise, to enter into an arrangement for the collection of "same condition" 

drawbacks.

We also subscribe to and support the following suggested amendments

NCITD
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which have been developed in connection with the proposed legislation by 

the Joint Industry Group (JIG), of which NCITD is a member association.

Page 2, line 15: The additional language corrects an apparent overr- 

sight in drafting S.1430.

Page 2, line 18: The suggestion for rephrasing is to avoid the pro 

blem which has arisen under 19 U.S.C. S 1313(jl as a consequence of the use 

of the term "incidental operations"; the quoted phrase is not defined in 

the statute or the legislative history and, accordingly, has been a source 

of uncertainty in the application of the statute. The proposed change 

to line 18 is intended to make it clear that merchandise which has not 

been manufactured or produced within the scope of 19 U.S.C. SM313(a) or 

(b) remains eligible for drawback under S 1313(j) notwithstanding the 

fact that the performance of such an operation may result in minor""changes' 

in the form or condition of the merchandise in question.

Page 2, line 19: The addition of "adjusting" and "packing" are 

intended to further clarify the status of these operations for the pur 

pose of S 1313 (j).

Page 2, line 20: The repositioning of this language Cfrom page 3, 

lines 1 and 2) should make it clear that the standard for ascertaining 

whether merchandise has been "changed in condition" for purposes of 

S 1313(j) is whether or not the operations which accomplish that "change 

in condition" are, or are not, cognizable under S 1313 (a) or (b), and 

that no other subjective test is intended.

Page 2, line 24; Sub-paragraph (C) has been added in recognition of 

the fact that whereas some packaging materials, like bottles, undergo 

little or no change in condition as a consequence of being filled or other 

wise employed as packing for other objects, and should therefore be eligi-

NCITD
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able for the payment of drawback under S 1313 (j); certain packaging 

materials, as in the case of plastic films in bulk form, are necessarily 

"manufactured or produced" in the course of their adaptation to use 

as packaging, and are thus eligible only for drawback upon compliance 

with the terms of S 1313 (a) or (b).

Page 3, line 4: The proposed addition to S. 1430 is to ensure 

that, as suggested above, the proper criteria for the allowance of 

drawback under S 1313(j) is an objective one, i.e., whether or not 

operations performed on particular merchandise render that merchandise 

eligible for the benefits of S 1313(a) or (b).

Page 3, .line 7: Deletion of the word "packaging" in S. 1430 is 

suggested to avoid subjective judgments as to whether given product 

is or is not a member of an undefined class of "packaging materials". 

This change, together with that reflected on page 3, line 8, was 

prompted by the conclusion that a mere intent to use imported materials 

in a particular way should not be the determining factor upon which 

drawback is or is not allowed; the drawback statutes, generally, have 

been predicated upon proof of actual use.

Page 3, lines 7 and 8: The deletion shown in brackets on the 

proposed revision is necessary to conform to the changes made on 

page 2, lines 18 and 20, supra.

Page 3, line 9: The deletion of "imported" reflects comments 

received which suggest that imported "packaging" materials may be 

employed in the packing of articles manufactured or produced in the 

United States, as well as imported merchandise, and that there is no 

logical reason for denying the benefits of "Same Condition Drawback" 

to the former class. The addition of "or (2)" is necessary to ensure

28-805 O - 34 - 27
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that materials used to pack substituted merchandise are eligible for 

drawback under 1313 (j).

Page 3, line 10; The proposed change is grammatical.

Your favorable consideration of our views on this important 

legislation will be most appreciated. As always, we stand ready 

to cooperate with you and your Subcommittee in any way that we can.

Respectfully,

Attachment

HowardJ-^Henke 
Executive Director

NCITD
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%>";;, ••-•„'•' PROPOSED REVISION OF S.1430

Amend as follows (language to be deleted is in [brackets]; language to

be added is underscored);
.•.•'"'._.•*• . ' • • 

' Page 2 of bill

1 (2) If merchandise which is [of the same kind and quality as] 

commercially.identical to—

(i) .imported merchandise upon which was paid any duty, tax, 

of fee because of [such] its importation; or

(ii) an aggregate of such imported merchandise and commercially 

identical merchandise;

either of which has been received by a person prior to the 

subsequent exportation by the same person of such commercially 

identical merchandise;—

4 (A) is, before the close of a three-year period beginning on

5 the date of importation ...................

13 ....... notwithstanding the fact that none of the imported

14 merchandise may actually have been exported or destroyed under

15 customs supervision;

18 (3) The [performing] performance of [incidental] operations (including,

19 but not limited to, adjusting, testing, cleaning, packing, repacking, and 

inspect-

20 ing) which do not constitute manufacture or production for drawback 

purposes under the preceding provisions of this section, on -

21 . (A) the imported merchandise itself in cases to

22 which paragraph (1) applies; or

23 T (B) the merchandise of the same kind and quality :

24 in cases to which paragraph (2) applies; or

(C) packaging materials in cases to which paragraph (4) 

applies;
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1 [that does not amount to manufacture or production for draw-

2 back purposes under the preceding provisions of this section]

3 shall not be treated as a use of that merchandise for purposes

4 of applying paragraph (1) (B) or (2) (B) , nor shall the performance of such 

operations be deemed to have changed the condition thereof for 

purposes of applying paragraph (1)(A)(i);

7 ' (4) Imported [packaging] material [that is imported for use in 

per- '

8 forming incidental operations regarding.the] used for packaging or re-

9 packing of [imported] merchandise to which paragraph (1) or (2)

10 applies shall be treated under such [paragraph] paragraphs in tlie

11 manner as such merchandise for purposes of refund, as draw-

12 back, of 99 per centum of any duty, 'tax, or fee imposed under

13 federal law on the importation of such material.
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notional federation of fishermen
Suite 516
2424 Pennsylvania Avenue, N.W. 
Washington. D.C. 20037 
(202) 554-3272. (202) 659-9833

19 October 19S3

Honorable Bob Packwood
SStte on Taxation and Itebt Management
Ctte on Finance
United States Senate
Washington, DC 20510

Dear Mr. Chairman i

As the only national organization of commercial fishermen, NFF strongly 
urges S 759 be enacted into law. The Federation represents a majority of 
the organized United States trawlers, vessels which fish year-around from iiaine 
to Alaska.

For over ten years, NFF and other fishermen's organizations have been seeking 
to have the tariffs and duties on fish nets and netting reduced because, despite 
assertions to the contrary from United States net manufacturers, much of what 
we seek abroad is not, for various reasons, available in the United States. 
Once again, to provide you and your colleagues on the SCtte with current 
information, I have discussed this problem with a variety of our members. I 
will highlight below the information they have given me. But each of the 
fishermen with whom I talked prefaced his data by stressing the fact that 
fishermen would prefer to purchase US products if what they needed were available 
—for two reasons' they would not have to pay the higher price the present tariff 
causes, and they would not have to calculate the longer lead time for the delivery 
date, a point which may be quite critical in the middle of a fishing season. 
This came from fishermen in New England, on the Vest Coast, and those working 
in the fisheries off Alaska.

They, and NFF, also continue to argue that to reduce this tariff would be 
entirely consistent with the policies and purposes on the Magnuson Fishery 
Conservation and Management Act—to achieve full utilization of the fisheries 
resources in our 200-mile zone by the United States fishing industry. Fisheries 
are now fifth In the balance of trade deficit, partly because seafood products 
come into this country virtually untariffed while the equipment we need to 
compete with the foreign fleets, to replace their products In our markets, are 
heavily tariffed. Surely, In a nation which prides itself on its free trade 
policy, this is absurd? To remove this tariff would not be a subsidy to the 
United States fishing Industry—on the contrary, it would help us with expansion 
Into US underutilized species, thereby creating more jobs.

From New England, I'm told that both Korean and Portuguese twine figure 
prominently In US nets. Although the amount which fishermen use varies widely 
fishery to fishery and from region to region, large northern New England draggers
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may use as much as 500 Ibs/month, while smaller draggers fishing smoother bottom 
may use 500 to 1000 Ibs/year, all at a cost plus tariff of over $3/lb. And this, 
ladies and gentlemen, is only for repairs. Depending on the sizes of these 
draggers, nets may run from $1500 to $2500) each vessel carries at least two, 
and many try to carry more routinely. Draggers fishing on really rough bottom 
may tear up two or three bellies a trip, which requires a fair amount of 
replacement twine aboard at all times.

In southern New England, one of our members reports, a 55' vessel will 
spend $5000 a year on twine alone, while a larger one fishing more rugged bottom 
will run a twine bill of $30,000 routinely. He points out, as well, that 
fishery management measures may cause fishermen extra expenses! under the 
regulations for the interim groundfish plan, for example, fishermen In that 
fishery were required to build new codends because the mesh size required had 
gone from 5-1/8" to 5-1/2". That was a one-time major expense, but it came 
during a time when fishermen, like other small businessmen, are facing 
rising operating costs—and although we assume it is one-time in this fishery, 
it is an indication of what we may expect in other net fisheries if management 
regulations were to change significantly.

West Coast trawl fishermen may pay up to $5/lb for twine. A vessel fishing 
in the traditional fisheries may use up one $2300 net a year, excluding repairs* 
Nets for the new, post-HFCMA Pacific whiting fishery run $20,000 or more each, 
and because that fishery is a joint venture fisherv (one in which vessels are 
continually fishing, delivering the codend to a floating processor, putting on 
a new codend to go again), these vessels routinely carry more than two codends.

Finally, for nets for the new bottomfish and mldwater fisheries off Alaska, 
costs run even higher. These are fisheries in which the foreigners have been, 
and even now, are predominant. These are the fisheries in which the greatest 
growth potential for the United States lies—but we must first displace the 
foreigners, and to do so we must have competitive gear, including the nets which 
we are now purchasing from abroad which come with outrageous tariffs, making our 
products even less competitive with the heavily-subsidized foreign products with 
which these are competing.

Depending upon how much of the trawl is built where, here or abroad, and 
if it is built here, how much is imported twine, prices of the net alone may 
range from $10.000 to $20,000 (this excludes all non-net gear necessary to make 
the trawl fish). Again, vessels in the bottomfish and midwater fisheries are 
usually delivering at sea and therefore carry several codends, and the cost 
per vessel is modified appropriately... or inappropriately, in light of the 
non-competitively high tariff on imported fish nets and netting. Especially in 
this new fishery, where profit margins, if they exist, are very slim, the 
difference in a lowered tariff could be particularly significant.

I would be happy to expand upon upon these brief examples, or to have my 
members do so for the SCtte, if you wish. Please do call me.

Our thanks for your continuing 1

utlve Director
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The Pennsylvania Farmers' Association, the largest general farm organization with 

a membership of 23,431 farm families, appreciates the opportunity to submit our 

comments to you, Senator Danforth, and to the members of this Subcommittee on Inter 

national Trade on S. 453, which would impose a one-tenth of one cent per gallon duty 

on apple and pear juice imports.

The production of apples and pears is important to the economies of Pennsylvania 

and a number of eastern and southen states. In Pennsylvania alone, apple and pear 

production during 1981 valued over $45 million. Apple and pear juice plays a signi 

ficant role in economic viability of the apple and pear producers in our region. 

Nearly half of the apples produced in the eastern and southern United States are 

processed into apple juice.

Today, the apple producing industry is becoming seriously threatened by the 

increasing flow of concentrated apple juice imports into this country. Imported 

apple juice concentrate had very little affect on domestic apple juice markets 

during the 1960's and the first half of the 1970's. Since the mid 1970's however, 

concentrated apple juice imports have risen at an alarming rate. Between 1976 and 

1982, the amount of "imported concentrated apple juice has nearly tripled - - from 

a single strength equivalent of 34.38 million gallons to over 103,75 million gallons. 

This amounts to a per bushel increase in apple imports from 9.57 million bushels to 

30.38 million bushels. In monetary terms, imported concentrated apple juice has 

increased from $13.6 million to $92.3 million.

The increase in concentrated apple juice imports has resulted in a significant 

increase in the capture of domestic apple juice market. In 1976, concentrated apple 

juice imports equalled 26% of the total United States supply of apple juice. In 1982, 

this figure had risen to over 47%.

Argentina has, by far, been the leader of apple juice exportation to the United 

States. Since the mid 1970's, Argentinean concentrated apple juice has amounted to 

roughly half of the total volume of concentrated apple juice importation in the United 

States. In 1982 alone, Argentina exported nearly 42 million single strength gallons 

of concentrated apple juice into the United States, equivalent to over 12.25 million
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bushels of imported apples. Some $36.25 million worth of Argentinean apple juice 

was marketed in the United States during 1982.

Argentina has been able to capture such a large share of the United States 

market because of government subsidies to exporters and producers of apple juice bound 

for the United States. These Argentinean exporters and producers are being sub 

sidized in several ways.

First, exporters are afforded a 5% rebate on their cost of exporting apple 

juice with possibility of an additional 13% rebate if the juice is shipped through 

the port of San Antonio Oeste or Puerto Madryn. An Argentinean exporter has the 

ability to get back 18% of his costs of shipping to the United States from his 

government. Evidence has shown that a significant portion of the concentrated apple 

Juice exported to the United States has come from chese two ports.

Second, exporters are eligible to receive pre-export financing of up to 60% of 

the value of the exported apple juice at a rate of just 7% interest and repayment of 

-120 days. This allows the exporters to grant U.S. purchasers of concentrated apple 

juice a much more beneficial financial arrangement than would be afforded under 

purchases and processing of domestic apples.

Third, Argentinean producers are receiving interest-£ree_ loans of $100 per 

metric ton of concentrated apple juice exported. These loans are not required to 

be repaid for 10 years and allow a 2-year grace period before the first loan install 

ment payment is required to be made. One can obviously see the economic potential 

these "loans" can have in the ability of exported products in both undercutting 

domestic apple juice prices and permitting more favorable financing arrangements to 

domestic purchasers of apple juice.

The subsidies bestowed in Argentina and other countries have had a devastating 

effect on the marketability of American apples for apple juice. As a result of 

subsidization, exporters are able to offer concentrated apple juice at a price well 

below the cost of production of U.S. apples to concentrated apple juice. The
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average purchase price per gallon of concentrated apple juice imported to the United 

States today is approximately $5.45. For concentrated apple juice produced and 

processed in the United States to be offered for sale at $5.45 per gallon, pro 

ducers of apples could receive no better price for their apples than $3.45 per 

hundredweight. The average cost of production of one hundred weight of apples equals 

between $5.25 and $5.50. Thus, to compete with the price of subsidized apple juice 

imports, apple producers would have to offer their apples at nearly a $2.00 loss 

per hundredweight.

Subsidization of apple juice has had other economic consequences. As previously 

mentioned, the equivalent of over 30 million bushels of apples were imported into 

the United States in 1982 as concentrated apple juice, which means that 30 million 

less bushels of apples were produced for apple juice processing in the United States. 

It is extimated that 30 to 40 employees are needed per million bushels of apples for 

processing into apple juice. As a result of imports of app.le juice, between 900 and 

1,200 jobs have been displaced in the processing sector alone. Many additional jobs 

that would have been created to produce the additional 30 million bushels of apples 

and many other jobs related to the processing of apples have been foregone as the 

result of apple juice imports.

' The consumer has also had to suffer at the hands of apple juice imports. The 

processing of apples into apple juice in the United States is done under high quality 

control standards to Insure a superior apple juice product. Processed concentrated 

apple juice in many exporting countries has not been subject to these same quality 

control standards and will not become subject to these standards when imported into 

the United States, since the only "processing" done on this concentrated juice is 

dilution by water. It has been consistently shown that the quality of both concen 

trated and single strength imported apple juice is significantly inferior to the 

American apple juice products.
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Our tariff and trade laws do provide some relief to domestic producers whose 

ability to compete has been undermined by subsidized exports. The imposition of 

countervailing duties on imports of subsidized products will allow American pro 

ducers to be competitive at home. However, as you probably are aware, the present 

Tariff Schedule of the United States provides a zero duty on apple and pear juice 

imported from countries which enjoy the "most favored nation" status. Argentina 

is a country which enjoys such status.

Since apple and pear juice has a duty free status with most favored nation 

countries, in order for countervailing duties to be imposed there must be a showing 

of economic injury. By economic injury is meant injury to "producers of like 

products". The definition of like products under the tariff and trade laws is 

interpreted to mean apple juice rather than the apples from wich the juice was made. 

Consequently, in order for a countervailing duty to be imposed upon Argentina and 

other most favored nations, the jpple juice processors and marketers must initiate a 

countervailing duty petition and injury to the apple juice marketers^ must be shown. 

The marketers of apple juice, who need only to dilute the imported apple juice 

concentrate for marketing and who can obtain the imported concentrate at a much lower 

and more profitable price, cannot show injury and have little incentive to file a 

countervailing duty petition. The parties who are actually suffering injury by the 

subsidized apple juice imports, the producers of apples, have no remedy under 

present tariff and trade laws.

The imposition of a nominal duty on an apple and pear juice, as is proposed 

under S. 453, would help eliminate many problems incurred by apple producers under 

current law. The "injury test" would no longer be a prerequisite to the imposition 

of countervailing duties. Those suffering economic hardship at the hands of sub 

sidized apple juice imports, the apple growers, would have the opportunity to 

petition the Commerce Department for the need of imposition of countervailing duties
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and the Commerce Department will have greater flexibility in imposing duties in 

those situations where the subsidization of imported products by other countries 

has adverse effects in other sectors of our economy.

We do not see S. 453 as "protectionist" legislation, nor would we advocate 

legislation which would prohibit or restrict the importation of products into the 

United States. The Pennsylvania Farmers' Association advocates free and £a_ir 

trade among nations, where the buying, selling and prices of goods are determined 

in the international marketplace by fair competion among the suppliers and pur 

chasers of products. But in situations where a producer totally financing his own 

cost of production must compete with a producer whose cost of production is parti 

ally financed by government subsidies and who can afford to undercut the selling 

price of his goods as a result of such subsidies, the producer financing his own 

production cost has little chance of survival. For such producer to offer a 

"competitive" price would be economic suicide, since he would be incurring signi 

ficant losses.

S. 453 does little more than give the American apple and pear producer an 

even chance in attempting to compete with products which, as a result of government 

subsidization, do not have to compete. Apple and pear juice are presently the only 

juice imports free of duty under the most favored nation category. We give our 

highest support to S. 453, and we urge you, the members of this Subcommittee, to 

adopt the bill as introduced and to work for its passage both in full Committee and 

on the Senate floor.

Thank you.
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Statement of

POULTRY AND EGG INSTITUTE OF AMERICA
and the 

NATIONAL DUCKLING COUNCIL
to the

Subcommittee on International Trade 
COMMITTEE ON FINANCE 
UNITED STATES SENATE

October 25, 1983

Mr. Chairman, Members of the Committee, my name is 

Lee Campbell, President of the Poultry and Egg Institute of 

America, Arlington, Virginia.

It is the desire of the Poultry and Egg Institute 

of America and the National Duckling Council to present views 

to the subcommittee and it is requested that these views be 

included in the record of the hearing on H.R. 3398 and other 

miscellaneous tariff bills.

The Poultry and Egg Institute of America is the 

national non-profit trade association representing those who 

produce, process and distribute chickens, ducks, eggs, geese, 

turkeys and poultry and egg products.

The National Duckling Council is a national trade 

group representing U.S. duckling growers, processors and 

marketers as well as suppliers and allied industries having 

an interest in the growth and development of the U.S. duckling 

industry.

We are opposed to S.847 and to Section 121 of H.R. 

3398 which would extend the existing duty suspension on crude 

feathers and down until June 30, 1987.
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The production of ducklings has been growing in the 

U.S. since 1979, in fact, production in 1982 exceeded 1978 

production by nearly 33%. As part of efforts to sell the 

increased production, processors of duckling in the United 

States have actively sought export markets.

They have faced a variety of tariff and non-tariff 

barriers in their attempts to market their products—frozen 

duckling and geese—in the international marketplace. It 

is ironic that some of the very countries who maintain trade 

barriers against U.S. poultry products are given completely 

free access to this country for feathers and down (a by 

product of the duck and goose business - and a part of the 

business that plays an important factor in profit or loss 

for U.S. producers).

The strength of the U.S. dollar has also made it 

difficult to sell ducklings and geese abroad. That same 

disadvantage becomes an advantage for foreign competitors 

selling feathers: and down into the U.S. especially when 

offered a duty concession by the U.S.

The existing duty suspension was granted, as far as 

we are aware, without any quid pro quo. If the United States 

gives up anything in tariff reductions it is imperative, we 

submit, that concessions are received in return.

We urge the Committee not to extend the existing 

duty suspension.

Thank you for the opportunity to present our views.
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KARL E.BAKKE 
MARC L.BONIN 

ROBERT T. DEVOY. JR. 
GARY R EDWARDS 
FRANCIS w. FRASCR

EDWARD M.SHEA 
JOHN E.VAROO

LAW OFFICES

RAGAN & MASON

WASHINGTON, D. C. 2OOO6

(2O2) 296-«75O 

CABLE ADDRESS: DONRALEGAL

TELECOPIER 1202) 2S6-4IK

October 21, 1983

VIA HAND DELIVERY

Honorable John C. Danforth 
Chairman, Subcommittee on

International Trade 
Committee on Finance 
United States Senate 
Washington, D.C. 20510

Re: S. 1853

Dear Mr. Chairman:

In connection with the hearings before your Sub 
committee this date on H.R. 3398 and a number of Senate bills, 
including the captioned proposal, concerning tariff matters, 
I submit herewith a statement on behalf of Sea-Land Industries, 
Inc. in support of S. 1853 and ask your permission that it be 
included in the record of the hearing.

request.
Thank you for your considerate attention to this

Cordially, 

RAGflN & MASON

Karl E. Bakke 
Counsel for Sea-Land Serv ice, Inc.

Enclosures
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STATEMENT OF

SEA-LAND INDUSTRIES, INC.

BEFORE THE SUBCOMMITTEE ON INTERNATIONAL TRADE, 

SENATE COMMITTEE ON FINANCE

ON S. 1853 

OCTOBER 21, 1983

Sea-Land Industries, Inc. is pleased to submit this statement 

in support of S. 1853.

Our operating affiliate Sea-Land Service, Inc. is the world's 

largest container transportation system, operating 40 U.S.-flag 

containerships, 81,000 containers and 46,000 highway chassis 

between 180 ports and cities in 57 countries and territories.

This bill would provide a qualified exemption for any vessel 

that has been continuously absent from the United States for 

two years or more from the present 50 customs duty on routine 

repairs and equipment obtained abroad.

The present 50 percent duty on foreign maintenance and repairs 

is a punitive measure that was written into the customs law 

more than 100 years ago to protect the domestic shipbuilding 

industry. Its purpose was to discourage operators of U.S.-flag 

vessels from purchasing equipment, or having maintenance or
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repair work of a non-emergency nature performed, in foreign 

yards. The underlying premise was that U,S.'-flag merchant 

vessels conducted their business on a round-trip voyage basis 

and non-emergency shipyard work could be deferred until their 

return to a U.S. port.

That assumption was perfectly valid until recent years. Unlike 

many maritime nations such as England, Scandanavia and other 

European countries that for centuries have made cross-trading 

an instrument of national economic policy, the U.S.-flag 

commercial fleet traditionally has engaged predominantly in 

round-trip voyages of limited duration in our own import and 

export trades. This is still the case for most U.S.-flag 

vessels. However, times, technology and trading patterns are 

changing, and there are now many vessels of U.S. registry that 

operate regularly in foreign waters for years at a time without 

returning to the United States — and cannot economically do so 

for routine maintenance and repairs.

The Congress recognized this developing reality in 1971, when 

it provided an exemption from the foreign-repair duty for 

fishing boats and other special-purpose vessels such as barges, 

sea-going oil rigs and research ships, provided they remain 

away from the United States for two years or more. In 

recommending enactment of that exemption, the parent body of 

this Subcommittee concluded that:

- 2 -
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The amendment would not adversely affect 
American shipyards or American labor since 
these vessels would have to be in foreign or 
international wate*rs for 2 years or more in 
order to be relieved from payment of the 
duty, and could not in any event be repaired 
in U.S. shipyards during their voyages . . . 
.(S.Rept. No.91-1474,91st Cong., 2d 
Sess.; 1970 U.S. Code Cong. and Admin. News, 
p. 5911.) [Emphasis added.]

This very same finding is equally valid with respect to the 

commercial vessels to which S. 1853 now proposes to extend the 

same treatment. Where there is foreign deployment over 

extended periods of time, it simply is not economically 

feasible to return such vessels from their dedicated foreign 

service to the United States for routine maintenance and repair 

work. Accordingly, U.S. shipyards are not and would not be 

deprived of a single dollar of work that they might otherwise 

reasonably expect. That work is, of necessity, done abroad in 

the normal course of the vessels' regular foreign-to-foreign 

voyages.

The magnitude of the problem for U.S.-foreign operators can 

perhaps best be demonstrated by a specific example. For a 

number of years prior to 1977 two of our vessels, BEAUREGARD 

and RAPHAEL SEMMES, had been used exclusively in 

foreign-to-foreign trade in the Pacific in connection with 

supply of our armed forces in the Vietnam war. With cessation 

of active hostilities, Sea-Land was faced with the question of 

what to do with those vessels.
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One option was to bring them back for employment in trades 

calling at U.S. ports. However, substantial routine repair 

costs had been incurred during their stay abroad, and it was 

estimated that the duty liability on that non-emergency work 

would be between 300 and 400 thousand dollars per vessel if 

they returned to the United States.

This fact ultimately led to a decision to scrap the vessels 

abroad, which meant that U.S. shipyards were deprive of the 

future maintenance and r.epair work that would have been booked 

if they had been returned for further productive use. Under 

these circumstances, the duty provision involved actually 

worked to the disadvantage of U.S. yards, as well as to that of 

Sea-Land.

Sea-Land is not alone in the classic Catch-22 dilemma to which 

S. 1853 is addressed. Other U.S.-flag operators also have 

merchant vessels presently dedicated on a long-term basis to 

service away from home. Those operators may ultimately wish to 

bring their vessels back into the U.S. trades, at which time 

duties on foreign equipment and repairs would be assessed.

As a matter of fact, the law as it now stands would apply to 

privately-operated U.S.-flag merchant vessels under charter to 

the Department of Defense and required to be away from the
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United states for protracted periods as part of the 

prepositioned logistical support for the Rapid Deployment Force 

Program. A more egregious inequity is difficult to imagine.

Passage of S. 1853 would lay to rest this penalty for not 

having done what could not reasonably have been done under the 

circumstances in the first place.

The 2-year absence requirement for eligibility in this bill, as 

in the case of special-purpose vessels now entitled to the duty 

exemption, would fully protect the interests of domestic 

shipyard operators and labor. There is no way that the repairs 

could have been performed by such operators and labor in the 

first instance.

What S. 1853 seeks to accomplish is a modest step in the 

direction of relieving the U.S. Merchant Marine from one of the 

governmentally-imposed cost burdens that impair its ability to 

compete effectively with foreign-flag counterparts (including 

state-owned carriers of both the Eastern Bloc and the Third 

World) that generally not only have lower operating costs but 

are heavily subsidized and accorded preferential tax treatment 

as well.

Indeed, the Administration has advocated legislation for 

outright accross-the-board repeal of the 50 percent duty
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requirement for precisely that reason. This legislation is, 

therefore, entirely consistent with Administration objectives 

to free the Merchant Marine from debilitating cost burdens in 

its competitive confrontation with foreign-flag operators.

In this connection, it should be pointed out that until 1979, 

U.S.-registry commercial aircraft also were subject to the 50 

percent duty on foreign equipment and repairs. In that year 

the Congress provided a blanket exemption from the duty for 

U.S. aircraft, to foster operation of U.S. civil aviation on a 

commercially competitive basis with foreign air carriers.

Much the same rationale applies to the further amendment 

proposed in S. 1853; in fact, with even greater logic. Civil 

aircraft can much more readily be returned to U.S. facilities 

from abroad for non-emergency maintenance and repair, even if 

based abroad, than can merchant vessels, and at a fraction of 

the operating cost and out-of-service time. If the duty on 

foreign equipment and repairs represented a competitive burden 

on the U.S. commercial air fleet in the 1970's sufficient to 

warrant legislative relief, then surely the burden on the 

foreign-deployed segment of the U.S. Merchant Marine and the 

justification for a more limited form of relief - requiring a 

2-year absence for eligibility - is exponentially greater.
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In sum, the proposal in S. 2583 to exempt from duty on foreign 

repairs and equipment all vessels that are "on station" abroad 

for 2 years or more would be:

* logical and equitable;

* in accord with prior legislative action narrowing 

the scope of the duty requirement where a 

legitimate inequity or hardship was demonstrated;

° not in conflict with the legislative purpose 

underlying imposition of that duty; and

° consistent with the Administration's policy 

position that this antiquated statute should be 

repealed completely.

In closing, it is pertinent to note that the revenue to the 

Treasury derived in recent years from foreign vessel repair 

entries has not been significant. Annex A shows that the 

average foreign repair duties collected in the period 1978-1982 

on all U.S.-flag vessels was less than 42,500 per entry. Given 

this modest return, it may very well be that the administrative 

cost of processing such entries and dealing with disputes and 

protests have exceeded the revenue ultimately derived.

For the foregoing reasons, Sea-Land urges prompt and favorable 

action on S. 1853.



433

Annex A

Average Duty Per Vessel Repair Entries and Duties; 1978-1982

Year

1978 
1979 
1980 
1981*/ 
1982*/ 
5-yr.

(1)

Commercial 
Vessel 
Entries

104,
no,
108, 
107, 
101, 

Avg. 106,

Source:

253 
947 
876 
848 
874 
760

Customs

(2) (3)

Vessel Foreign 
Repair Repair 
Entries Dutie

2,482 
2,144 
1,998 
2,124 
2,184 
2,186

U.S.A.,

$ 2
$ 2 
$ 2 
$ 7 
411
$ 5 

Annual

, 237,716 
,195,672 
,821,094 
,490,397 
,958,332
,340,642 

Report
32-34; Entry and Liquidation Statistics, 
AR 5401 (end of year reports) of the 
States Customs Service. Table excludes

(4) 
Average Repair 
Duty Per 
Vessel 

Repair Entry

4 901. 
41,024. 
51,411. 
63,526. 
45,475.
$2,433.

1982 p. 
Report ' 
United 
figures

58 
10 
96 
55 
43
11

for Puerto Ricvo and U.S. Virgin Islands.

The increase in repair duties in 1981 and 1982 reflects the 
liquidation of a back-log of repair entries for earlier 
years. thus inflating the amount of duty collected. 
Accordingly, since the number of repair entries in each of 
the 5 calendar years shown remained quite constant, the 
best gauge of the actual level of non-emergency foreign 
repairs is a five-year average of the duties paid (bearing 
in mind that the duties represent 50% of the actual expense 
of such repairs).
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September 9, 1983

Roderick A. DeArment
Chief Counsel
Committee on Finance
Room SD 219 Dirksen Senate Office Building
Washington, D.C. 20510

Dear Mr. DeArment:

The Semiconductor Industry Association (SIA) greatly 
appreciates this opportunity to present its views on S. 1420 — a 
bill to suspend the rates of duty on semiconductors and computer 
parts. The semiconductor industry has long been among the 
strongest supporters of free trade. We oppose barriers to trade 
of any kind, and feel that this legislation could be of great 
benefit to our industry.

This is a particularly important time for the passage of 
legislation to authorize the President to suspend the duty on 
semiconductors. An agreement for the reciprocal reduction of 
semiconductor duties is under active consideration in 
negotiations between the United States and Japan to secure 
greater access to the Japanese market for U. S. semiconductor 
exports.

In 1983 the U.S. semiconductor industry expects to pay total 
duties of $83 - $95 million to the U.S. and Japanese 
governments. This sum represents approximately 5% of annual 
investment by the U.S. industry. The suspension of the rate of 
duty in the United States alone would save U.S. semiconductor 
manufacturers $65 - $77 million in 1983 duty payments on the 
value added in that part of semiconductor assembly and testing 
which is conducted overseas. This would certainly be one of the 
single most significant cost savings the U.S. Government could 
effect for the U.S. industry.

In addition, domestic semiconductor manufacturers allocate 
very high portions of their net sales to R&D and investment. In 
1982 R&D as a percentage of net sales reached 10.7% and in 1981 
investment as a percentage of net sales stood at over 20%. As a 
rule, firms in the U.S. semiconductor industry pay no dividends, 
but plow all earnings back into their business.

With industry demand for investment capital so great, the 
majority of the savings experienced by the industry would be 
utilized for increased R&D and investment. In this highly 
competitive industry, the balance of savings would be passed on
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to users of semiconductors in terms of lower prices. The result 
of both uses of the duty savings would be increased economic 
activity in this country, and ultimately more tax payments to the 
Federal as well as to state and looal governments.

In the competition between U.S. and foreign semiconductor 
producers, national duties play a role only as a cost to all 
producers and the majority of this cost is borne by U.S. firms. 
Suspension of the duty on semiconductors especially when coupled 
with reciprocal action by the Japanese Government, would benefit 
the U.S. industry more than that of any other nation.

We urge your committee.to take positive action on S. 1420. 
It is a simple and effective step to increase the competitiveness 
of the U.S. semiconductor industry at home and abroad, and an 
essential step in order to secure greater access to the Japanese 
semiconductor market.

Sincerely yours.

Robert N. Noyce
Chairman
Semiconductor Industry Association
and Vice Chairman
Intel Corporation

lk:K-9/D
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ATTORNEYS AT LAW

JOHNS. RODE »S MADISON AVENUE WASHINGTON. DC.
MICHAEL S.OTOURKE NEW YORK. NY 10017 »!l K STREET. N.W.. MM

PATRICK D. GILL (21!) MS-4417 ClMim-Wil

DAVID C WIUJAMS OF COUNSEL:
R. BRIAN BURKE ELLSWORTH F OUAI FvSTATEMENT ON BEHALF OF ELLSWORTH F.OUALET 

THE JOINT INDUSTRY GROUP 
IN SUPPORT OF S. 1430 AND S. 1443

To amend the Tariff Act of 1930 regarding same condition 
drawbacks and same kind and quality drawbacks, and for other 
purposes.

This statement is submitted on behalf of the Joint Industry Group, which 
is a coalition of trade associations, and the businesses they represent, interested in 
the technical aspects of international trade, and especially Customs matters. This 
statement is supported by:

Air Transport Association of America
American Electronics Association
American Association of Exporters & Importers
American Retail Federation
Chamber of Commerce of the United States
Cigar Association of America
Computer & Business Equipment Manufacturers Association
Council of American-Flag Ship Operators
Electronic Industries Association
Foreign Trade Association of Southern California
International Hardwood Products Association
Motor Vehicle Manufacturers Association
National Association of Photographic Manufacturers
National Committee on International Trade Documentation
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National Customs Brokers and Forwarders Association 
National Foreign Trade Council 
Scientific Apparatus Makers Association

The Joint Industry Group supports the proposed modifications of the Same 
Condition Drawback statute, Section 1313(j) of the Tariff Act of 1930, which are 
contained in S. 1430 and S. 1443, and, in addition, recommends some additional 
changes to that provision of the law which, we think, would permit American exporters 
to realize the full benefits which that statute was intended to provide.

Many of the companies represented in the Joint Industry Group are multi 
national corporations which operate facilities located within the United States as 
well as throughout the world. Many of the members of the Joint Industry Group 
are both importers and exporters with obvious interests in international trade and 
a compelling need to be competitive in the markets of the world. The companies 
represented by the Joint Industry Group now face substantial competition in those 
markets, and must meet that competition notwithstanding rising costs and the current 
strong position of the United States dollar, both of which have combined to make 
their products less price competitive by comparison with those articles which originate 
in other countries.

For nearly two centuries, the Congress of the United States has recognized 
the role of drawback in our export trade, by including provisions for the payment 
of drawback in the Tariff Act of 1789, the second law passed by the First Congress 
of the United States, and by maintaining drawback provisions in the Tariff Acts of 
this country from that time to the present. More than one hundred amendments 
and modifications have been made to the drawback laws to date, the most recent

-2-
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being the passage of Public Law 96-609, which added a new Subsection (j) to Section 
1313 of the Tariff Act of 1930, and made it possible for exporters to receive refunds 
of duty paid on imported merchandise exported in the same condition as when that 
merchandise entered the United States, and in addition, provided that certain 
"incidental operations" could be performed on imported merchandise without 
disqualifying them for the benefits of Subsection (j). This, the so-called same 
condition drawback law, took effect on December 28, 1980.

Our experience with the current same condition drawback law indicates 
that there are areas in which we think the law might properly be amended to better 
effect the ends to which that law was originally addressed, by: (1) Enhancing the 
competitive position of U.S. exporters in foreign markets by reducing the cost of 
their products as a consequence of refunding duties paid upon their importation; and 
(2) Encouraging businessmen to maintain and establish facilities in the United States, 
rather than overseas, by reducing the net duties payable by those businessmen, and 
thereby reduce the cost of operating such facilities in the United States through 
payment of drawback. This is a process that will create jobs in the United States.

As enacted, the same condition drawback law authorizes the payment of 
drawback upon the exportation of imported articles which have not been "used" and 
are, except for the performance of "incidental operations," in the "same condition" 
as when those articles were imported. Over the last 2} years, significant, practical 
problems have arisen in three areas:

1. United States exporters commonly procure commercially interchangeable 
products from more than one source; such dual-sourcing serves to protect the buyer 
from losses which might otherwise be incurred in the event that a single vendor- 
supplied item became unavailable by reason of natural disaster or other unforeseeable

-3-
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interruption in delivery. It has become increasingly desirable, and usual, to source 
the essential parts of articles from both domestic and overseas vendors. Inasmuch 
as Section 1313(j) is limited to the payment of drawback upon the exportation of 
imported articles, the United States exporter must either maintain segregated 
inventories of United States and foreign sourced articles so that he can positively 
identify the origin of otherwise commercially indistinguishable components or forego 
drawback to which that exporter would otherwise seem entitled. Clearly, either 
course of action on the part of the exporter involved added elements of cost that 
were not contemplated upon the enactment of the same condition drawback law. 
As introduced, S. 1430 and S. 1443 would permit the substitution of merchandise "of 
the same kind and quality" for imported merchandise without denying the exporter 
the benefits of drawback upon its exportation. In addition, we suggest that this 
provision of the bill be amended to provide specifically for the payment of drawback 
upon the exportation of an aggregation of imported merchandise and other products 
of the same kind and quality. Our suggestion in this regard would conform 
Section 1313(j) to the corresponding provisions of Section 1313(c) and would clearly 
eliminate any need for additional costs incurred in the maintenance of separate 
inventories.

2. A significant difference in opinion as to the applicability of 
Section 1313(j) has arisen with repect to packaging operations performed in the 
United States upon imported or domestic merchandise. Examples of the particular 
problems which have arisen with respect to packaging materials include the question 
of whether the filling of an imported box, bottle, can, or other container is a "use" 
of that article which render such container ineligible for drawback upon their 
exportation. S. 1430 would, in our view, substantially dissipate the uncertainty
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which has arisen in this area, and as noted above, we suggest some modifications in 
the language of the proposed amendments which should further clarify these situations. 
These modifications are set out in Annex I.

3. Although the drawback status of packaging materials represents a 
very specific problem area under Section 1313(j), it is also illustrative of the difficulty 
which has been encountered in the practical application of that portion of 
Section 1313(j) which permits the performance of "incidental operations" upon imported 
merchandise without disqualifying the same from eligibility for payment of drawback 
upon their exportation. The term "incidental operations" is not defined clearly in 
the existing statute, so that there is no objective standard for determining whether 
a given operation may or may not be performed without loss of potential drawback. 
We recognize the difficulties which are inherent in attempting to draft objective 
standards to cover unforeseen factual situations and the manufacturing technology 
of tomorrow, and at the same time, we recognize the fact that certain generic 
classifications of operations necessarily blur distinctions in degree which are of 
commercial and legal significance. Thus, for example, certain packaging operations 
may involve extremely modest manipulations of the materials employed, so that all 
would conclude that such operations were indeed "incidental," and resulted in no 
change of condition or use of the materials employed. On the other hand, other 
packaging operations necessarily involve substantial transformations of the materials 
employed so that, similarly, all concerned would recognize that those particular 
operations were tantamount to a manufacture or production which would ordinarily 
be cognizable under other provisions of the drawback laws, i.e., Section 1313(a) or 
Section 1313(b). Prudent businessmen, we think, should be willing to conform to 
the statutory and regulatory requirements of Section 1313(a) or (b), where substantial 
manufacturing is involved, or to the requirements of 1313(j), in the event such 
operations are truly "incidental". By the same token, the exporter should be prepared 
to determine, in advance, which statutory and regulatory framework is to be followed

-5-
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with respect to particular operations. The real problem, and the problem which we 
think should be eliminated by appropriate amendments to Section 1313(j), is that the 
interpretation of existing law suggests there are operations which are more than 
"incidental" and are less than "manufacture or production" so that performance of 
those operations disqualifies the article upon which they are performed from drawback 
in either instance. For this reason, we have drafted language which, if enacted, 
would have the effect of defining "incidental operations" as being those operations 
"which do not constitute manufacture or production for drawback purposes" under 
Sections 1313(a) through 1313(h).

In summary, then, the Joint Industry Group supports the proposed 
amendment of Section 1313(j) in the manner proposed in S. 1430 and S. 1443, and 
further recommends that this Committee consider additional technical modifications 
to the bill which will further clarify the problem areas identified above, as set forth 
in Annex I.

Respectfully submitted,

THE JOINT INDUSTRY GROUP

John S. Rode 
JSR:cf
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1I8TH CONGRKSS 
IST SKSSION S. 1430

To amend the Tariff Act of IJWO regarding sumo
kind and quality drawhacks, and for other purposes.

ANNEX I

- .; NOTE: Changes recommended by 
The Joint Industry Group are 
indicated in the following 

•• manner:

Language added to the 
bill has been placed in the 
right-hand margin with an 
arrow drawn to the point of 
insertion;

ilition dmwlcirks mid s;tme
Language deleted from 

the bill has been enclosed 
in brackets and stricken 
through.

IN THE SENATE OF THE UNITED STATES

JUNE 8 (legislative day, JUNK 6), 1983

Mr. 1) u HEN HE KG Kit introduced the following hill; which was rend twice and 
referred to the Committee on finance

A BILL
To amend the Tariff Act of 1930 regarding same condition 

drawbacks and same kind arid quality drawbacks, and for 

other purposes.

1 Be it enacted by the Senate and House of llepresenta-

2 lives of the United States of America in Congress assembled,

3 That section 3130) of the Tariff Act of 1930 (.19 U.S.C.

4 1313(j)) is amended—

5 (1) by redesignating paragraph ('2) as paragraph

6 (3);

7 (2) by inserting after paragraph (1) the following

8 new paragraph:
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1 "(2) [f merchandise of the same kind and quality as im-
2 ported merchandise upon which was paid any duty, tax, or
3 fee because of such importation—

"(A) is, before the close of a three-year period be-4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

or an aggregation of 
such imported merchan 
dise and merchandise of 
the same kind and 
quality,

ginning on the date of the importation —

"(i) exported from the United States; or 

"(ii) destroyed under customs supervision;

and

"(B) is not used within the United States before 

such exportation or destruction; then upon such cxpor- 

tation or destruction 99 per centum of the amount of 

each such duty, tax or fee so paid shall be refunded as 
drawback, notwithstanding the fact that none of the 

imported merchandise may actually have been export-
i—or destroyed

(3) by amending paragraph (3) (as redesignated by 

paragraph (1)) to read as follows: 

"(3) The£ rjffiioidentoffiperations (including, perjorma
adjusting,19 but not limited to, testing, cleaning, repacking, and inspect- oackina

20 ing)*on— L wnich do not constitute
manufacture or production21 "(A) the imported merchandise itself in cases to fop draabaak purposes
under the preceeding22 which paragraph (1) applies; or provisions of this

^-~-^^^ section,
23 "(B) the merchandise of the same kind anttTfnality

or24 in cases to which paragraph (2) applies;. r — (C) packaging materials 
in cases to which para- 
graph (4) applies;

28-805 O - 84 - 29
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3 shall not be treated as a use of that merchandise for purposes

4 of applying, paragraph (1)(B) or (2)(B)."; and

5 (4) by adding at the end thereof the following new

6 paragraph:

-no? shall the performance 
of such operations be 
deemed to have changed 
the condition thereof 
for purposes of applying 
paragraph (l)(A)(i)

that is/nn cd-fcr
"L

idunliul thE^Jiackaging or
•Imported 

\-used for 

9 packaging of^mpontod7merchandise to which paragraph (1)«__or IS)

10 applies shall be treated under such^paiagiapl^n the same 1—paragraphs

11 manner as such merchandise for purposes of refund, as draw-

12 back, of 99 per centum of any duty, tax, or fee imposed under

13 Federal law on the importation of such material.". 

O
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98TH CONGRESS 
IST SESSION S. 1443

To amend the Tariff Act of 1930 regarding same condition drawbacks and same 
kind and quality drawbacks, and for other purposes.

- IN THE SENATE OF THE UNITED STATES
JUNE 9 (legislative day, JUNE 6), 1983

Mr. DUBENBUROBB introduced the following bill; which was read twice and 
referred to the Committee on Finance

A BILL
To amend the Tariff Act of 1930 regarding same condition 

drawbacks and same kind and quality drawbacks, and for 
other purposes.

1 Be it enacted by the Senate and House of Representa-

2 lives of the United States of America in Congress assembled,

3 That section 313(j) of the Tariff Act of 1930 (19 U.S.C.

4 1313(j) is amended—

5 (1) by redesignating paragraph (2) as paragraph

6 (3);

7 (2) by inserting after paragraph (1) the following

8 new paragraph:
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2
1 "(2) If merchandise of the same kind and quality as im-
2 ported merchandise upon which was paid any duty, tax, orr——————————————————— or an aggregation of
3 fee because of such importation— . su°n imported merchan 

dise and merchandise of4 "(A) is, before the close of a three-year period be- the same kind andquality,
5 ginning on the date of the importation—
6 "(i) exported from the United States; or
7 "(ii) destroyed under Customs supervision;
8 and

9 "(B) is not used within the United States before 
10 such exportation or destruction.". 

	O
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COMMENTS OF

THE SHERWIN-WILLIAMS COMPANY 

FILED WITH THE FINANCE COMMITTEE

The Sherwin-Williams Company is filing this Comment 

in response to the request by the Senate Finance Committee 

for comments on certain miscellaneous tariff bills. We 

support the passage of S. 1372, a bill introduced by Senators 

Percy and Bentsen and Section 125 of H.R. 3398 which suspend 

the duty on MXDA (meta-xylene diamine) and 1,3-BAC (1,3-bis 

[amino-methyl] - cychlohexane) until June 30, 1986. These 

chemicals are used to produce epoxy curing agents, engineering 

type nylons, tetrafunctional epoxies, and diisocyanates. 

The are used in:

- Aerospace composites - as a part of the matrix 
(or glue) that holds the carbon fibers together.

- Engineering type nylons - as a part of a nylon 
polymer used for molding parts (gears, fan blades, 
electrical connectors, housings, etc.) where 
high tensile strength, high resistance to moisture 
and heat, and high dimensional stability are 
required.

- Epoxy curing agents - as the hardener portion 
of an epoxy system requiring good chemical re 
sistance, good moisture resistance, good dura 
bility and temperature stability.

- Urethane system - as the hardener in the diiso- 
cyanate portion of high performance urethane 
systems used in flooring systems, adhesives, 
coatings, sealants and casting compounds.

The advantage in using 1,3-BAC in some applications is its 

slightly higher resistance to ultraviolet degradation. Be 

cause of the extra cost in manufacturing 1,3-BAC, its use is 

more restricted to areas requiring very excellent ultra 

violet resistance.
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Sherwin-Williams currently produces the product 

\IPN (isophthalonitrile) via the atnmoxidation of meta-xylene. 

MXDA is then produced via hydrogenation of IPN. The hydro- 

genation reaction requires facilities that will handle 

reaction pressures up to 4,000 psi and enable continuous 

processing. Sherwin-Williams does not now have such facilities 

available nor are there such facilities available for this 

reaction in any other U.S. based company which could perform 

this conversion for Sherwin-Williams on a contract basis. 

Therefore, Sherwin-Williams must rely upon a Japanese firm 

to supply MXDA and 1,3-BAC for its market development.

Suspension of the duty on MXDA and 1,3-BAC for 

three years would allow Sherwin-Williams the opportunity to 

develop new markets for these products in the United States. 

If the market development efforts are successful, Sherwin- 

Williams plans to construct facilities in the United States 

for an estimated cost of $10-$12 million which would perform 

the chemical conversion step now being carried out in Japan. 

It is estimated that the market development activity will 

take approximately three to five years with plant construction 

to begin sometime during that period. MXDA and 1,3-BAC are 

important keys for Sherwin-Williams' ability to maximize the 

use of its current plant by being =ible to vertically in 

tegrate to higher value chemicals and to open up many new 

market areas for us. The products being developed and 

currently made from these chemicals are "state of the art" 

and "next generation performance level" within their industries.
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However, each of these areas is price sensitive and the duty 

suspension will help us develop the domestic and international 

markets more quickly so that we can justify manufacturing 

• facilities in the United States. Neither of these materials 

is manufactured in this country at this time. The end 

result of this effort could make a United States chemical 

manufacturer a direct competitor with the Japanese for the 

marketing of these products, not only within this country, 

but in the international market. This would benefit the U.S. 

balance of trade with Japan and expand U.S. trading opportuni 

ties throughout the world.

On June 29, 1983, the House passed H.R. 3398, 

"Omnibus Minor Tariff Amendments," which provides under 

Section 125 for the suspension of the duty on MXDA and 1,3-BAC 

for three years. The Administration testified before the 

House Trade Subcommittee that it had no objection to its 

passage. The Ways and Means Committee considered it to be a 

noncontroversial tariff issue.

The Sherwin-Williams Company urges your favorable 

report on S. 1372 and Section 125 of H.R. 3398.

Respectfully submitted.

Kenneth H. Wilkinson 
Director of Industry and

Government Affairs 
Sherwin-Williams Company
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_
-Tasco quality optics. We bring the world closer. -

October 25, 1983

Mr. Roderick A. DeArment
Chief Counsel
Committee on Finance
Room SD-219
Dirksen Senate Office Building
Washington, D. C. 20510

Dear Mr. DeArment:

I am writing on behalf of Tasco Sales, Inc., in regard to 
the Senate Finance International Trade Subcommittee hearing 
on miscellaneous tariff bills held October 21st.

As president of one of the oldest and largest independent 
companies importing optical products from Japan, I wish to 
express my support for S. 1642, introduced by Senator 
Spark M. Matsunaga of Hawaii, that would authorize the 
duty-free importation of telescopes valued at not more 
than $200 and riflescopes valued at no more than $50.

Tasco is the American distributor of binoculars, telescopes 
and riflescopes manufactured in Japan, sold both at retail 
under the Tasco brand and distributed through large domestic 
retail chains. Tasco supported legislation in 1980 which 
gave duty-free status to binocular imports and has seen the 
positive results of its efforts. Enactment of that legisla 
tion has benefited both Tasco and the American consumer, as 
sales of binoculars have risen and retail prices have declined. 
Tasco believes enactment of S. 1642 would have a similar 
effect on sales of telescopes and riflescopes on the lower 
end of the price scale.

At present, telescopes and riflescopes are imported into the 
U. S. from Republic of Korea, Taiwan, Hong Kong and Japan, 
imports from the first three countries benefiting from duty- 
free status under the Generalized Systems of Preferences (GSP).

Mailing Address: P.O. Box 520080. Miami. Florida 33152 - 0080
SUM Address: 7600 N.W. 26Iti Strmt. Miami. Florida 33122 

Phone: (305) 591-3670 International Telex: 44-1126 Domestic Telex: BO-6380 Cable Address: Tanross Miami
Is a registered Trademark ot Tasco Sales. Inc.
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Committee on Finance 
Washington, D. C.
page 2

GSP status gives imports from these three countries price 
advantages over Japanese produced goods, which are considered 
higher-quality products. For example, it is well-known that 
the Japanese export inspection system assure quality control 
in its riflescope exports not found in the GSP countries. 
Due to their poor quality, the duty-free imports from GSP 
countries are sold at lower prices in the U. S., forcing 
the few American producers of inexpensive riflescopes to 
match the duty-free price, depressing the domestic market 
further. Japanese-made riflescopes, however, are of higher 
quality and their availability at a reasonable price 
(unburdened by a 20% duty ad. val.) provides a distinct 
advantage to the American buyer.

The two-tiered duty system proposed by S. 1642 would allow 
for duty-free importation of telescopes and riflescopes with 
minimal effects on U. S. producers. In general, the average 
price for an American-made telescope is over $500, substan 
tially more than the $200 cut-off point for duty-free 
treatment in S. 1642. Domestic riflescope producers also 
concentrate on the top-end of the price scale, with their 
average product costing between $75 and $150 and far exceed 
ing the $50 limitation on duty-free imports.

To summarize, Tasco supports S. 1642 and urges the Committee 
to approve the bill because it will provide a better qual-ity 
product to the average amateur astronomer and sportsman at a 
reasonable price. Without the elimination of duties on lower- 
priced imported telescopes and riflescope, importers and 
distributors such as Tasco may be required to import more 
products from GSP countries such as Korea, Taiwan and Hong
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Kong, resulting in lower quality goods and fewer products 

available to American consumers.

Thank you for the opportunity to present my views on this 

legislation.

Respectfully submitted,

George G. Rosenfield 
President

GGR:js
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STATEMENT OF THE AMERICAN HONEY PRODUCERS ASSOCIATION
Prepared for the 

SENATE FINANCE SUBCOMMITTEE ON INTERNATIONAL TRADE

Mr. Chairman, and members of the subcommittee:

I am Glenn Gibson, Executive Secretary of the American Honey Producers 
Association, a nation-wide organization of honey producers, and or, beekeepers. 
We have members in 41 states Our group is the only nation-wide industry 
organization where the voting privileges are limited to producers only. Non- 
producer members are welcome, but they are not permitted to vote.

Our organization is pleased to have this opportunity to present its recommenda 
tions concerning our great problems with imports. We wholeheartedly support 
S. 526 by Senator Larry Pressler.

STATISTICAL ESTIMATES

For the Subcommittee's information over 200,000 beekeepers who produce honey, 
beeswax and offer pollination service to other segments of agriculture are 
divided in three groups:

200,000 hobbyists* owning less than 25 beehives, or colonies;
10,000 sideliners, owning 25 to 300 beehives, or colonies; and
1,700 commercial, owning 300 colonies, or more.

Total ownership in the U.S. is estimated to be 4,2 million colonies. Hobbyists 
and sideliners own 50 percent of the nations beehives and collectively produce 
40 percent of the honey. Commercial beekeepers own the balance and produce 
60 percent of the honey.

Hobbyist beekeepers, especially those with a few colonies, usually do not sell . 
commercially. Instead, their production goes for home use and gifts for friends 
and relatives. Few in this group have any interest in making a profit and 
would not be affected with low prices.

On the other hand, sideline beekeepers are concerned with prices and markets. 
Some pack and distribute their honey to neighboring grocery stores. Others 
sell to packers and operate retail outlets - such as roadside stands. Over the 
years a number of these have made use of the honey loan program. Commercial 
and sideline beekeepers produce 80 percent of the nation's domestic production. 
Consequently, our recommendations for import protection are designed to assist 
these groups.

Our annual domestic production has shown no long-term change. However, 
annual production in recent years has been slightly lower than the forty year 
estimated average of 220 million pounds. This tends to explode the Department 
of Agriculture's theory that high subsidies cause overproduction. A high sup 
port rate will no doubt cause overproduction in exporting countries when they 
have a dumping ground like the 'United States.

PRICE SUPPORT EXPERIENCE

Authorization for the honey loan program was a part of the 1949 Farm Bill. 
This legislation mandated the support for honey at the rate of 60 to 90 percent
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of parity. The program was relatively trouble-free until 1980 when heavy imports 
caused a number to forfeit their loans and deliver their honey to the Government . 
The problem worsens with each passing year. Figures on Commodity Credit 
Corporation acquisitions and honey imports follow ——

	CCC acquisitions (*) Imports 
Year (millions of pounds) (Millions of pounds)
1970 0.1 8.9
1971 0.0 Ili4
1972 O.p 39.0
1973 . 0.0 10.7
1974 0.0 24.6
1975 0.0 46.4
1976 0.0 66.5
1977 0.0 63.9
1978 . Q.O 56.0
1979 0.0 58.6
1980 6.0 49.0
1981 38.7 77.3
1982 76.0 92.0

(*) From the previous crop year

We expect the figures for 1983 to show increases in both imports and takeover. 
During this period annual exports averaged less than 10 million pounds, which 
is certainly more than could be expected. Obviously, heavy imports are caus 
ing our problems with the honey loan program.

TARIFF RATES OF MOST-FAVORED-NATIONS

The Foreign Agriculture Service, USDA, reports the following tariffs imposed 
on imported honey from some honey trading countries:

Hong Kong 0
Canada 1.5 cents per pound
Australia 2% Ad valorem
Saudi Arabia 3% Ad valorem
Kauwait 3% Ad valorem
Malaysia 11 U.S. cents/lb.
Singapore 11 U.S. cents/lb.
European Community 27% Ad valorem
Argentina 28% Ad valorem
Hungary 30% Ad valorem
Japan 30% Ad valorem
Bahamas 32.5% Ad valorem
Turkey 50% Ad valorem
Romania 50% Ad valorem
Mexico 50% Ad valorem plus 2% export pio-

motion surcharge plus 1.50% port
improvement surcharge 

Venezuela . 60% Ad valorem plus 3.5% port surcharge
if arriving by ship or 5.5% if arriving
by air.
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Red China 80% Ad valorem
Bulgaria 100% Ad valorem
Brazil Prohibited

By no stretch of imagination can anyone say that the beekeeping industry is 
being treated fairly under the present tariff structure. Duties imposed on 
imported honey in Red China, Mexico, Argentina, and Brazil irritates our members 
no end. However, they realize these countries are not likely to buy American 
honey anyway, but the ill feeling will persist until this inconsistency is elimi 
nated.

Japan and the European Community tariff schedules make a mockery of free 
trade. Not only do they exclude American honey, but they cause more honey 
to be shipped to our low-duty ports. Duties for these countries could be justi 
fied if they had a large industry. Foreign Agriculture Service reports the 
following colony count for 1982:

Japan 307,000 West Germany 1,130,000 
France 1,200.000 United Kingdom 212,000

As in the United States most of the owners will be hobbyists and sideliners, 
who need very little protection.

THE HONEY BEE POLLINATION STORY

For more than thirty years we have stressed the value of honey bee pollination 
when seeking assistance of any nature from the goverment. Go/ ernment officals 
and industry leaders have estimated this value to other segments of agriculture 
at $10 billion or more Beekeeper mail to and from Washington usually includes 
a reference to the great value of honey bees as pollinators. As a result, most 
have a vague appreciation of the industry's importance.

During the last three years honey producers have written a number of letters 
to members of Congress about our problem with imports and the possibility of 
losing the honey loan program. I have received copies of these both to and from 
Washington. All producer correspondence expressed deep concern about the 
possibility of losing honey supports. Congressional replies generally included 
a response from the Department of Agriculture.

A close study of the letters that hve originated in the Department of Agriculture 
reveals some troublesome bits of misinformation. Also, we have noted that this 
erroneous information has appeared in the news. We do not feel that the De 
partment can make a reasonable decision until these are clarified. Misconception 
regarding honey bee pollination is that pollination fees can, and should, sustain 
the commercial and sideline beekeeper. This conclusion ignored two important 
facts — only a tiny percentage receive fees for pollination and most honey bee 
pollination is done free of charge. •

Department officials have told us that we can partially solve our economic pro 
blems by merely raising the pollination fees. We agree with Dr. Marshall Levin, 
director of the USD A, Agricultural Research Service Laboratory in Tucson,
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Arizona when he said:

11 ... We have been told that charges for pollination should be increased 
to offset losses due to pesticides, diseases, etc. Most of us who are 
familar with the industry know that this perception is not correct. 
This country's pollination needs can only be supplied by a thriving, 
profitable beekeeping industry based on honey production...."

Senator Larry Pressler wrote us expressing concern about these misconceptions:

"... Two such misunderstandings are that beekeepers receive a large 
part of their income from pollination fees and that the honey loan pro 
gram has encouraged increased honey production. You know that 
these things are not true, but — the Department of Agriculture does 
not understand this...."

SUMMARY AND CONCLUSIONS

Our requests for Administrative assistance have fallen on deaf ears. Among 
other things we asked the Secretary of Agriculture to request a Section 22 
study by the International Trade Commission. Also, we have sponsored legis 
lation that would assess a 10 cent duty on all from most-favored-nations and 
20 cents on communists countries.

The honey loan program is fast becoming unmanageable and the future promises moi- 
of the same. Loss of the honey loan program or reduction in the rate of sup 
port will bankrupt a number of our commercial beekeepers.

For the Subcommittee's information I am attaching the following:

* A letter Senator Larry Pressler dated September 19, 1983.

* An article by Dr. Roger Morse, Department of Entomology, Cornell 
University.

* Our letter to the Secretary of Agriculture Block dated July 5, 1983..

We urge the Subcommittee to give serious consideration to duties and quotas 
which seems to be the only solution for industry survival and continuation of 
free pollination to Agriculture.

Respectfully Submitted

Glenn Gibson, Executive Secretary 
American Honey Producers Association 
October 24, 1983

Attachments - 3
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September 19, 1983

Mr. Glenn Gibson
American Honey Producers Assoc.
P. 0. Box 368
Minco, Oklahoma 73059

Dear Mr. Gibson:/'
I, As you know, I recently met with a group of beekeepers and U.S. 
Secretary of Agriculture Block. Several issues were discussed 
and several misconceptions by the Department of Agriculture be 
came evident. Since the meeting, I have been working to correct 
USDA's false impressions. Two such misunderstandings are that 
beekeepers receive a large part of their income from pollination 
fees and that the honey loan program has encouraged increased 
honey production.

You know that these things are not true, but it became clear at 
the meeting that the Department of Agriculture does not under 
stand this. In an effort to bring attention to this matter, I 
recently made a speech on the Senate floor concerning the honey 
industry. For your information, I am enclosing a copy of my 
statement.^

You can be assured that I will continue to fight for the contin 
uation of an effective honey program. If you have any questions 
or comments, please don't hesitate to contact me.

LP/mud 
Enclosure
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Meeting With 
Secretary Of Agriculture Block

A number of persona from the beekeap- 
Ing Industry representing honey pro 
ducers, packers, bee supply dealers, and 
others met with Secretary of Agriculture 
John Block In Washington on July 29. The 
group was accompanied by Senator tarry 
Pressler from South Dakota who had ar 
ranged the meeting. In many ways the out 
come waa nor satisfactory, buf the 
meeting did aefve to clarify the ad 
ministration's position concerning 
beekeeping «rtd the price support pro 
gram (or honey.

If the Secretary of Agriculture had his 
way, there would be m>* prtc* tupport &ro> 
gram or any other Industry protection. The 
Secretary, like the President, Is a tree 
trader. There are many thing* In favor of 
free trade. The primary one la that those 
who can produce a commodity for the 
least amount of money wtll dominate the 
market, and as a result, food wlff be 
cheaper. The Secretary said at one point, 
"There Is a lesson to be }*»rn*d" ft 
Chinese beekeepers can produce honey 
(or less than be*keepers In the United 
Slates.

There are also reason* wfty the pcvem- 
ment has and will continue to support the 
price of certain commodities. For exam 
ple, the legislation concerning the support 
price for mil* 9*yy Mere fhttt fr» sueh « 
program, "In order to asaure an adequate 
supply of pure and wholesome milk to 
meet current needs." In other words, the 
writers of that legislation wanted to make 
sure that the children of America had at) 
the milk they neetfed for good health.

There are also sound reasons for sup 
porting the price of honey. In our discus 
sions with (he Secretary, he said that the 
users of bees lor pollination should be 
those who pay to support the Industry. 
The thought that users should pay for the 
services they receive )» on* »h*( 
permeates government at all levels today 
and, again, sounds good on the surface. 
However, to make such a statement con 
cerning the beekeeping Industry Indicate* 
a profound lack of knowledge about 
pollination and how It la done In thia coun 
try, (t Is obvious to me that the beekeeping 
Industry has not done a good Job of telling 
people where and how honey b*#a «» </*• 
ed. This Is an educational process, and It 
la one that must be repeated.

Pollination and WUdHf*
The wildlife of this country depends 

upon fruits, berries, nute, and seeds for 
existence. It should be remembered that 
before the settlement of North America, by 
Europeans, the pollination of these crops 
was done by files, beetle*, and twig and

•y ROGER A. MORSE
Department of Entomology

Cometl Unfvertlty
Ithaca. NY 1«M

ground netting bees. However In the past 
several hundred years, wildlife from other 
parts of the world has been introduced In 
to the United States. These animals use 
food* that are often not native to this 
country. In addition, several flowering 
plants have been Introduced. Solitary and 
ground netting bees ar« abundant In 
many areas; In (act, I have found that In 
parts of New York State they outnumber 
homy bees two to one. However, for the 
moat Dart these bees are small insects 
are not capable of pollinating many of the 
Introduced plants, especially certain 
cloven with farge ffowers. They are also 
not sufficiently abundant or large enough 
to pollinate apples and many other fruits. 
The wildlife of the United States Is a great 
user of the pollination services, and there 
(s no way beekeepers can collect money 
lor thl» Mnlce.

Pollination and Horn* Qardens
1 Gardening is a popular nobby and an 
Important producer of food that helps te> 
reduce grocery expenses in the United 
States. Many of the crops grown in home 
gardens do not require pollination, but 
.others auch as squash, cucumbers, 
melons, pumpkins, and a host of fruits, In 
cluding apples, pears, blackberries, 
raspberries, s(raw6errfes, erther require or 
benefit from adequate pollination. A com 
munity that may have one beekeeper, pro- 
dwbfy tuu 50 or 100 rtome gardeners. As In 
the pollination of crops tor wildlife, cer 
tain other insects play a role In pollination 
but honey bees are the most Important. It 
should be remembered too that many of 
our better garden varieties are man-made 
plants (man-selected) and require an In 
sect as large as a honey bee for adequate 
pollination. Again, there Is no way that a 
beekeeper can assess or collect « foe 
from these users of his bees in his com 
munity.

Pollination In Rural America
Aa one drives across the farmlands of 

our country and looks for apiaries, one 
will bs found1 every two, three, or tour 
miles in better farm country. This is often 
not evident because beekeepers hide their 
apiaries In order to reduce vandalism. If 
the aplarfes are two miles apart, then the 
bee* are foraging over a minimum of 
about four square miles, whereas It they 
are three or four mfles apart, the area Is as 
large as 9 or 18 square miles. Recent 
f9t**fcti rta« sftown Mat it is not uncom 
mon for honey bees to fly five or six miles 
for food. As In urban America, these bees

pollinate fruits and vegetables In home 
gardens; however, by 'sr the most Impor 
tant role they play Is In the pollination of 
clovers In permanent pastures, we don't 
pasture dairy cows as we once did In 
America, but we do pasture dry cows and 
heifers, beef cattle, sheep, goats, and 
horses. Permanent pastures exist In many 
parts of the country because there Is 
reseedlng of the clovers and plants such 
as blrdsfoot trefoil. Slrdsfoot trefoil Is an 
example ot an Introduced European plant 
that requires an Insect as large as the 
honey bee to accomplish pollination. 
When bees are foraging over an area of 
many square miles, It is again obvious 
th«t user tees will not be collected.

Roadside Plantings
In New York State the Department of 

Transportation requires that roadside 
plantings Include a certain amount of 
blrdsfoot trefoil. This is because this 
plant, once established, Is permanent, it 
reaeeds Itself, and because of its deep 
root system, aids In erosion control. In 
Pennsylvania, crown vetch Is used, and I 
presume other states have similar re 
quirements for obvious reasons. Again, 
these plantings would no* be permanent 
without adequate pollination and It Is ob- 
vlous that state departments of transpor 
tation are not In a position to reimburse 
beekeepers.

Pollination In Intense 
Agricultural Systems

In many places In the United States, 
user fees are paid for pollination. The 
most notable examples are apples across 
the northern United States, almonds In 
California, alfalfa In the western states, 
bfueberrles In Michigan, Maine, New 
Jersey end North Carolina, cucumbers In 
several states, and a host of other crops. 
The article by Dr. Everett Oertel In the 
March 1983 Issue of American Bee Journal 
summarizes the rental of honey bee col 
onies by beekeepers In the United States. 
The greatest number of colonies is rented 
in California followed by the states of 
Washington, Michigan, New York, Florida. 
However, the number of colonies for 
which a user fee is paid Is only slightly 
over 10% of the number of colonies found 
In the whole country.

Most Pollination Is Free
What must be emphasized Is that most 

pollination service is free. It has tradi 
tionally been this way and will remain.ao 
for good and ample reasons.

Continued on next page

OCTOBER 1983
Gleanings in Bee Culture, V. in, No. 10
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Meeting With 
Secretary Block

Continued from page 537

Problem! With Th* Currant 
______Plica Support Program_____

It Is clear that the current price support 
program is not working. The fault does not 
lie with the beekeepers or the beekeeping 
Industry but the fact that Apiculture is 
changing worldwide. Our price support 
program IB underwriting the price of 
honey in Canada, Mexico, Argentina, 
China and every other honey-producing 
country on earth; that was not the inten 
tion of the original legislation.

At present there is a 15-20 cents per 
pound spread between the price being 
paid by honey packers and the price sup 
port program price being paid by the 
Federal Government for honey that will be 
taken over by the government from the 
1983 crop will approach 100 million 
pounds. Obviously, the program must be 
redesigned.

If the U.S. Department of Agriculture 
tails to act to change the present price 
support legislation, then the mouslry anrj 
the Congress must provide the solution. ~

28-805 O - 84 - 30
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Honey Producers Dispel Pollination 
And Overproduction Myths

The Honorable John R. Block 
Secretary of Agriculture 
Washington, D.C. 20250

Dear Mr. Secretary:

D URING the last three years honey producers over the 
country have written hundreds of letters to members 

of Congress about our problem with imports and the pos 
sibility of losing the honey price supports. Most of these 
have been bucked to your office for reply. Some pro 
ducers have written you and others in the Department. 
I have received copies of a number of these both to and 
from Washington. All producer correspondence expressed 
deep concern about the possible loss of honey supports if 
imports were not controlled.

A close study of the letters that have originated in the 
Department of Agriculture reveals several troublesome bits 
o( misinformation. Also, we have noted that this erroneous 
information has appeared in the news. We feel that your 
Department can assist us in correcting these errors.

The most troublesome points are:
1. That pollination fees can be increased to soften the 

effects of pesticide losses and cheap imports.
2. ThatNhigh subsidies or supports will cause overpro 

duction of honey.
For more than 30\years we have stressed the value of 

honey bee pollination when seeking assistance of any na 
ture from the government. Honey bee pollination benefits 
to other segments of agriculture has been estimated at $10 
billion or more. Discussions with members of Congress 
and officials in the Administration about the value of 
honey bee pollination have overlooked one point — only 
a tiny percentage of beekeepers actually received cash ren 
tals. In actual practice more than 90 percent of beekeep 
ers pollinate neighboring crops free of charge. As a result 
of overlooking this point when discussing honey bee pollina 
tion, a number in the Congress and Administration feel 
that we can partially solve our economic problems by

merely raising the pollination fees.
This shocking realization came to us suddenly during 

our losing fight to save the Beekeepers Indemnity Pay* 
ment Program when a congressman suggested that the 
pesticide problem could be partially solved by raising the 
pollination fees. This hazy thinking originated in a study 
by Frederic L. Hoff, Economic Research Service, USDA, 
December 1976. Evidently, these researchers did not real- 
ize that only a tiny number of beekeepers were engaged 
in paid pollination.

The Department has responded to several inquiries from 
Congress about the impact of low honey prices on polling* 
tion. These replies indicate a solution to low honey prices 
would be to raise the pollination fees. Sen. Paul Laxatt 
received a letter from Ray I'xVoelkel dated May 6, 1983 
which states that the price of honey should not be the de 
ciding factor as to availability of Honey bees for pollina> 
tion. Since most of the honey bee pollination is done free 
of charge, we must insist that the price of honey would be 
the deciding factor nationally.

An editorial in the June 11 issue of the Washington Post 
implies that a solution to imports will be realized by raising 
the pollination fees. First, Mr. Secretary, we need to know 
how many beekeepers can operate selling pollination services 
alone.

The second troublesome point is that high prices caused 
from subsidies or otherwise will result in overproduction. 
A close look at the Department's experience with the honey 
loan program during these last 30 years indicates that 
prices received have very little to do with production to 
tals. We feel that a cursory study by the Economic Re 
search Service would verify our position.

Since we are working ferverishly toward a solution to 
our marketing problem, we feel that these hazy points 
should be cleared up. We will certainly appreciate it if 
you would give these items your personal attention.

Glenn Gibson, Executive Secretary 
THE AMERICAN HONEY PRODUCERS 

ASSOCIATION

THE SWEETENING OF 
AMERICA _--

D ID" you "know" that the United

dumping ground of the world? 
That's what Richard Adee, of Bruce, 
S.D., says, and he ought to know, 
he's vice president of the 650 mem 
ber American Honey Producers As 
sociation. "Our big markets are 
lost," he says, "and it appears the 
government program will take about 
75 million pounds of our 220-mil- 
lion-pound crop." The solution, ac 
cording to Mr. Adee, is simple; 
raise the current 1 cent-per-pound 
import tariff on honey to 10 cents. 

One's first reaction is amazement: 
Does the United States really pro 
duce 220 million pounds of honey 
a year? Can it be true that there

are government warehouses filled 
with leaking containers of sticky 
honey? Is there realty a beekeepers' 
lobby? Will they, if things get really

Capitol Hill, covered with protec 
tive neting and accompanied by 
swarming hives? 

The advocate of the beekeepers' 
bill, Sen. Larry Pressler (R.S.D.), 
assures one and all that while he is 
"usually not this much of a protec 
tionist," this issue is different. Bees, 
it turns out, are useful not only for 
making honey but for pollinating 
all kinds of crops as well — from 
apples to alfalfa to avocados. Bee 
keepers lease out their bee colonies 
to other fanners, who want to have 
their crops pollinated. If you make 
the bee business unprofitable, the 
beekeepers' lobby says, then you

won't have many beekeepers, and a 
lot of crops that need to be pol 
linated won't be. Give us a little 
more protection, and everything will

Maybe so. But we wonder what 
happened here to the old law of 
supply and demand. A fanner with 
a field full of potential avocados 
should be willing to pay a bee 
keeper whatever the traffic will bear 
to get some bees in there to pol 
linate his crops; otherwise he won't 
have many avocados to sell. In 
creased costs can be passed along 
to consumers, as they usually are. 
Perhaps there's something special 
here about the market mechanisms 
'that' makes protection necessary. But 
do the beekeepers really need a 10- 
cent-sweetener? ( T h e Washington 
Post, June 11, 1983) *

608A
Reprinted from August, 1983, American Bee Journal 

Vol. 123 (8): 608A

American Bee Journal
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TAFT. STETTINIUS & HOULISTER
SUITE 6OO CINCINNATI OFFICC

21 DUPONT CIRCLE. N. W. FOUNTAIN SQUARE
CINCINNATI. OHIO *saoa 

WASHINGTON. D. C. 2OO36 si3-3si-ze3B

20J-ZZ3-BBSI COLUMBUS OFriCC

October 27, 1983

Mr. Roderick A. DeArment 
Chief Counsel 
Committee on Finance 
Room SD-219 
Washington, D.C. 20510

Re: S. 722; H.R. 3398 (Hearing date October 21, 1983) 

Dear Mr. DeArment:

In his statement to the International Trade Subcommittee, 
Senator Alan J. Dixon stated that there are only 26 domestic bicycle 
parts manufacturers and attached a list. That number and list 
reflect domestic bicycle parts manufacturers who are members of the 
Cycle Parts and Accessories Association, Inc., the industry trade 
association.

According to House Report No. 98-267 (accompanying H.R. 3398), 
"[C]he bicycle component parts industry consists mainly of small 
businesses, the number of which is not known but is believed to be at 
least 50, plus about 40 firms which make custom-made frames (not 
finished bicycles)." It is because many" of these companies are very 
small that no exact list or number is available. However, I have 
enclosed a list which represents the most complete listing of domestic 
parts manufacturers which we are able to develop at this time.

We ask that you Include this list in the record. This 
request is made with Senator Dixon's permission.

VEH:pz

Enclosure

cc: Senator Alan J. Dixon
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BICYCLE PARTS MANUFACTURERS 

NOT MEMBERS OF CYCLE PARTS & ACCESSORIES ASSOCIATION, INC.

GREENPIELD INDUSTRIES, INC. 
7 Maple Place 
Freeport, NY 11520 
(516) 623-9230

Peter Greenfield, President

RHODE GEAR USA 
P.O. Box 1087 
Providence, RI 
(401) 331-8325

02901

Dixon Newbold, Vice-president

MIRRYCLE CORPORATION 
P.O. Box 2157 
Boulder, CO 80306 
(303) 447-9273

Barry Schacht, President

SCORPION CYCLE, INC. 
21200 Superior Street 
Chatsworth, CA 91311 
(213) 882-5500

Paul R. Hinkston, President

NO-MORFLATS
International Innertire, Inc.
870 Parfet street
Lakewood, CO 80215
(303) 232-5555

T. R. Hollenbeck 
Vice-President/Sales

UNI-BMX ENTERPRISES • 
Berg Design/Fabrication 
38-15 S.W. Murray Road 
Beaverton, OR 97005 
(503) 643-0811

Roger Berg, President

PRESTO LOCK COMPANY 
100 Outwater Lane 
Garfield, NJ 07026 
(201) 340-1000

Anthony B. Marrano 
Secretary/Treasurer

YODER MFG. COMPANY 
1823 E. 17th Street 
P.O. Box 67
Little Rock, AH 72203 
(501) 376-1977

Stan Yoder, President



463

CYCLE PARTS AND ACCESSORIES ASSOCIATION. INC.
INC. 1S2 EAST 4Snd STREET NEW YORK,N. Y. 1OOT7 tata) B97-B3JO

CYCLE PARTS AND ACCESSORIES ASSOCIATION. INC. 

MEMBERSHIP ROSTER

ABS INDUSTRIES, INC. 
P.O. Box 630 
Willoughby, Ohio 44094 
(216) 946-2274

William J. McCarthy, Jr.

AMERACE CORP. 
Signal Products Division 
3445 N. Kimball Avenue 
Chicago, Illinois 60618 
(312) 647-7717

Gary Knapp

AMERICAN CYCLE SYSTEMS, INC. 
1449 Industrial Park Street 
Covina, California 9I722 
(213) 331-0582

Charles W. Stephens

BUCKEYE FORGE, INC. 
5I7I E. 7lst Street 
Cleveland, Ohio 44125 
(216) 641 -6533

Chris I. Grigoriou 
President

CARLISLE TIRE & RUBBER CO. 
P.O. Box 99
Carlisle, Pennsylvania 17013 
(717) 249-1000

John W. Guffy, Jr. 

John L. Kiehl 

Paul Orris

COLFOR, INC. 
P.O. Box 485 
Malvern, Ohio 44644 
(216) 863-0404

Louis A. Abate

ELRAE INDUSTRIES, INC. 
11035 Walden Avenue 
Alden, N.Y. 14004 
(7I6) 68I-7I5I

Anthony J. Mancuso 
President

THE EXCEL GROUP, INC. 
9362 West Grand Avenue 
Franklin Park, Illinois 60I3I 
(3I2) 4SI-I350

Thomas C. Nestrud 

Jack Hogberg

Continued

C.P.A.A. — Your Partners in Bike Progress
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GRABER PRODUCTS, INC. 
5253 Verona Road 
Madison, Wisconsin 53711 
(608) 274-6550

Joe V. Grober 
President

Jack W. Graber 
Vice President

HARTFORD BEARING CO. 
951 West Street 
Rockx Hill, Connecticut 06067 
(203) 529-7441

Arthur A. Binder 
President

MESINGER MANUFACTURING CO.
Duront Avenue
Bethel, Connecticut 06801
(203) 743-6714

Robert H. Mesinger 

William J. Mesinger

NATIONAL BEARINGS COMPANY 
Manheim Pike and Flory Mill Road 
P.O. Box 4726
Lancaster, Pennsylvania 17604 
(717) 569-0485

C. Boyd Heath, Jr. 
President

James Schoeplein

HUNT-WILDE CORPORATION 
Pan American Plastics Div. 
2835 Overpass Rood 
Tampa, Florida 336IS 
(813) 623-2461

Willis Wilde 

Jeffrey A. Wilde

OHIO ROD PRODUCTS 
P.O. Box 416 
Versailles, Indiana 47042 
(812) 689-6565

Charles D. Hall 

Merrill Bruce

THE J. C. I. AGENCY 
904 South Nogales Street 
Industry, California 91749 
(213) 965-4919

John Clark 
Director

Sig Mork 
Director

PERSONS-MAJESTIC MFG. CO. 
Faulhaber Division 
21 Hamilton Street 
Monroeville, Ohio 44847 
(419) 465-2504

Richard D. Sanderson 

Charles A. Persons

KOOL-STOP SAFETY BRAKE 
P.O. Box 1304 
Lake Grove, Oregon 97034 
(503) 636-4673

Richard C. Everett 

Gene Smith

SOUTH BEND FORGE
P.O. Box 4220
South Bend, Indiana 46634

Robert C. Cook

Continued
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STEWART-WARNER CORP. 
1826 Diverse/ Parkway 
Chicago, Illinois 6061 It 
(312) 883-7655

Eugene J. Clarke 

Joseph Crowley

SUN METAL PRODUCTS, INC. 
P.O. Box 1508 
Warsaw, Indiana 46580 
(219) 267-3281

Conrad Anderson

THUN, INC. 
P.O. Box 3159 
Clarksville, Tennessee 37040 
(615) 552-4011

John W. Himes 
President

Tl STURMEY-ARCHER OF AMERICA, INC.
1014 Carolina Drive
West Chicago, Illinois £0185
(312) 231-5150

John Temple

TROXEL MANUFACTURING CO., INC. 
Moscow, Tennessee 38057 
(901) 877-6875

R. M. Timms 
Chairman

Robert Harrison 
President

Buford Carpenter
Gen'1 Mgr. Seat Division

TRUE TEMPER SPORTS DIVISION 
871 Ridgeway Loop Road 
Memphis, Tennessee 38119 
(901) 767-9411

Harry E. Draper 
Marketing Manager

WALD MANUFACTURING CO., INC.
P.O. Box 10
Maysville, Kentucky 41056
(606) 564-4078

Carlton P. Pawsat 

Lonny Franke 

Mae Maley

CPAA HEADQUARTERS OFFICE 
122 East 42nd Street 
New York, N.Y. 10168 
(212) 697-6340

John Auerbach, Manager

Robert Auerbach, General Counsel

Adrienne F. Hisler, Administrative Assistant

August 1983

CPAA - VOUR PARTNERS IM BIKE PROGRESS
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BEFORE THE

SUBCOMMITTEE ON INTERNATIONAL TRADE

OF THE COMMITTEE ON FINANCE

UNITED STATES SENATE

STATEMENT 

ON BEHALF OF

THE AMERICAN NETTING MANUFACTURERS ORGANIZATION 

IN SUPPORT OF S.1853

November 7, 1983

Williams & Ince 
1620 Eye Street, NW 
Washington, D.C. 20006

James D. Williams, Jr. 

Of Counsel
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The American Netting Manufacturers Organization, ANMO, 

is composed of seven member companies which produce approxi 

mately 70 percent of all fish netting manufactured in the 

United States. ANMO members are located throughout the United 

States (See Appendix I).

The current section 466 (e) of the Tariff Act of 1930 

(19 U.S.C. 1466(e)) was enacted as section c by Public Law 

91-654, 1944 of January 5, 1971, and re-designated section e 

by Public Law 95-410 §206(2) on October 3, 1978. The 

specific portion assessing a duty on fish nets and netting 

obtained abroad by U.S. vessels was enacted to plug a loop 

hole in the tariff laws which allowed individuals to obtain 

foreign-made fishing nets without payment of the appropriate 

duty.

S. 1853 would support the Administration's position with 

regard to ship repairs obtained abroad while maintaining the 

current tariff on fishing nets, thus not further adversely 

impacting this struggling domestic industry. Tariffs on nets 

are currently being reduced in stages following the schedule 

aggreed to in Geneva in 1979. This international quid pro quo 

reduction follows U.S. trade policy. To accidentally abolish 

a tariff with no reciprocity by not maintaining this section 

would be directly counter to U.S. trade policy.
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Appendix I

AMERICAN NETTING MANUFACTURERS ORGANIZATION 

MEMBERS

BAYSIDE NET & TWINE CO., INC. 
Brownsville, TX 78520

BLUE MOUNTAIN INDUSTRIES 
Blue Mountain, AL 36201

CARRON NET COMPANY, INC. 
Two Rivers, WI 54241

MID LAKES MANUFACTURING CO. 
Knoxville, TN 37918

NYLON NET COMPANY 
Memphis, TN 38101

HAGIN FRITH & SONS CO. 
Willow Grove, PA 19090

NORTHWEST NET & TWINES, INC. 
Everson, WA 98247

o


